Google 



This is a digital copy of a book that was preserved for generations on library shelves before it was carefully scanned by Google as part of a project 

to make the world's books discoverable online. 

It has survived long enough for the copyright to expire and the book to enter the public domain. A public domain book is one that was never subject 

to copyright or whose legal copyright term has expired. Whether a book is in the public domain may vary country to country. Public domain books 

are our gateways to the past, representing a wealth of history, culture and knowledge that's often difficult to discover. 

Marks, notations and other maiginalia present in the original volume will appear in this file - a reminder of this book's long journey from the 

publisher to a library and finally to you. 

Usage guidelines 

Google is proud to partner with libraries to digitize public domain materials and make them widely accessible. Public domain books belong to the 
public and we are merely their custodians. Nevertheless, this work is expensive, so in order to keep providing tliis resource, we liave taken steps to 
prevent abuse by commercial parties, including placing technical restrictions on automated querying. 
We also ask that you: 

+ Make non-commercial use of the files We designed Google Book Search for use by individuals, and we request that you use these files for 
personal, non-commercial purposes. 

+ Refrain fivm automated querying Do not send automated queries of any sort to Google's system: If you are conducting research on machine 
translation, optical character recognition or other areas where access to a large amount of text is helpful, please contact us. We encourage the 
use of public domain materials for these purposes and may be able to help. 

+ Maintain attributionTht GoogXt "watermark" you see on each file is essential for in forming people about this project and helping them find 
additional materials through Google Book Search. Please do not remove it. 

+ Keep it legal Whatever your use, remember that you are responsible for ensuring that what you are doing is legal. Do not assume that just 
because we believe a book is in the public domain for users in the United States, that the work is also in the public domain for users in other 
countries. Whether a book is still in copyright varies from country to country, and we can't offer guidance on whether any specific use of 
any specific book is allowed. Please do not assume that a book's appearance in Google Book Search means it can be used in any manner 
anywhere in the world. Copyright infringement liabili^ can be quite severe. 

About Google Book Search 

Google's mission is to organize the world's information and to make it universally accessible and useful. Google Book Search helps readers 
discover the world's books while helping authors and publishers reach new audiences. You can search through the full text of this book on the web 

at |http: //books .google .com/I 



I 




• 




i 


•BOOKKEEPING 




an J COST-FINDING 


1 

1 
1 

! 


for the 


r 

i 
1 

1 
i 

1 

] 


PLUMBER 


1 

1 

1 

( 

1 


By WESLEY A. FINK 


1 

i 

( 
1 

1 

1 

1 

1 


Second Edi^icj^ :^ ^ ^ . / 


1 

1 

1 

1 
1 

1 

1 

1 
i 


DOMESTIC ENGINEERING 

407 SOUTH DEARBORN STREET, CHICAGO 






I : 

I ! 

: i 



! : 

I 

i 



I ■ 

: ■ 



I' 

! 
( 



I 

! Copyi*ight 

Domestic Engrineerins 
1918. 



^ .. c '.WW-,.,* 

* *■ * 
W w^ ^v.''^ t.l.WW» « • ^ 



,i 



^•1 



'T^HE Author acknowledges his 
■* Debt to his former Employer, 
Mr. fVm. M, Sample, of Boon & 
Sample, successful Master Plumbers 
in Philadelphia, from whom he 
learned his first Lessons in the Value 
and Principles of Sy^stem, Scientific 
Management and Modem Account- 
ing in the Plumbing and Heating 
Business, 






CONTENTS 



/. Itttfoductiott . — ...^^..^..^....^..^..^...^.....^ „ »5*10 

//. The Purchasing Department . 11-18 

///. The Estimating Department 19-29 

IV. The Cost Department ^ -^ 30-42 

v. Cost Compiling ^ 43-49 

VI. Cost Comparison 50-57 

VII. What is the Right Price f -. 58-63 

VIII. Overhead Expense ...- j64-70 

IX. Financial Books - - 71-78 

X. Financial Books (Continued) 79-86 

XL Financial Books (Continued) — ^7-98 

XII. How to Open a Set of Books. 99-105 

XIII. Invoice or Purchase Journal ^1 106-115 

XIV. Closing the Financial Books. 116-128 



•' . ■* • ^ 



-^^ WW " ^ • • • # «• 



Chapter L 

IntFoduction. 

FEW plumbers have the advantage of growing up in 
business under the guidance of some successful mas- 
ter plumber, who is willing to impart his business 
knowledge to those under him. This is the case with 
sons, who are educated to perpetuate an established busi- 
ness, and who come naturally by the training passed on 
to them by an experienced parent, but the rank and file of 
plumbers have to pick up their business training by dear 
experience. There is no school of instruction in managing 
the business end of a plumbing shop. It is often a matter 
of complaint in the trade that so little chance is given 
apprentices to learn the trade properly, but the oppor- 
tunities for learning how to manage the business office 
and to reap a profit from plumbing are even lecs com- 
mon than those of the apprentice, who strives to master 
the mechanical details of the trade. 

The plumber, who opens up a shop of his own and em- 
barks in business, is supposed to have learned his trade 
thoroughly, and, as a rule, he is a superior workman, who 
by industry and economy has been able to save enough 
to become an employer. He is seldom a business man, 
because his training has been in an entirely different direc- 
tion. The yoimg plumber, who thinks that he can run a 
plumbing shop of his own successfully because he knows 
the mechanical end thoroughly and knows how to do good 
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work, has a great deal to learn, and quite as much to 
forget. 

When a plumber becomes a proprietor he must forget 
in a measure that he is a plumber, and he must always 
have uppermost in his mind the idea that he is a business 
man, whose duty it is to sell plumbing at a profitable 
figure. There is no fount of general information to which 
he can go and gather the knowledge of how to make 
money out of a plumbing shop. The master plumbers 
who have learned it do not go about advising young com- 
petitors how to succeed, and if such do occasionally drop 
a word of good seasonable advice to a beginner it is ten 
to one that the young man in business suspects that it is 
a pointer given to mislead him, and he goes contrary to 
the advice. This is usually the case when an established 
plumber remonstrates with a newcomer in the field as to 
cutting prices. The newcomer is sure to think that the 
established plumber is simply worked up, because he is 
losing trade to him, and so the youngster in business 
laughs in his sleeve, and goes on cutting prices, to his own 
ruin and to the damage of the trade in his vicinity. It is 
natural that a beginner in business should think that the 
way to get work is to lower the prices, but the men who 
have been there know that the way to get customers 
worth having is to keep up both the quality and the price. 

A false notion as to the prices and profits usually rests 
in the mind of the plumber who is thinking of starting in 
business. He has time and again seen the prices given 
on work that he has done, and noted that the proprietor 
charged, say $8 or $10 per day for work that he, the work- 
man, performed for $4 or $5 per day, and he has assumed 
that almost all the diflference went into the proprietor's 
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pocket. Consequently, he took it for granted that if ^he 
started a phimbing shop of his own he could ts^ke such 
work at a dollar or two less a day and yet earn over one- 
half more than as an employe. With plumbing enough to. 
keep four or five men busy he calculates that he can pocket 
the wages of two men or more. This would-be proprjij^tor 
seldom figures on dull times, errors in estimating, over- 
head or running expenses of a business, but always sees 
the rosy side, and thinks his shop will never be idle, or his 
aistomers fail to pay their bills. 

If beginners in business had any proper conception of 
their ignorance of business methods the danger would not 
be so great, for they would pitch in and learn the condi- 
tions before they embarked in business. 

It is not the case that plumbers are uneducated or unin- 
formed generally, or that they are deficient in the mechan- 
ical part of plumbing, but they are unfamiliar with modern 
business methods. The first thing that a plumber, con- 
templating going into business, should study is the suc- 
cessful methods of successful concerns. If he does not 
know them he is sure to lose money; if he appreciates 
his lack of knowledge he will find a way to acquire it, and 
it is cheaper to learn before an investment is made in stock 
and fixtures, tools, etc., than it is to learn afterwards by sad 
experience. 

The haberdasher, the hatter, the grocer, the dry goods 
man, etc., all sell articles that they do not produce or man- 
ufacture, and they charge the public from 30 to 50 per 
cent advance upon the g6ods they handle and more often 
50 or more than 30. That percentage, whatever it is, must 
pay all expenses, losses, salary and profit. They have no 
difficulty in knowing the cost price of their goods, and 



Bookkeeping for the Plumber 



little in calculating the percentage they must add. But as 
some customers do not pay, and, as some goods have to 
be sold close to catch custom, some goods become shop 
worn or become dead stock, on account of change of styles, 
and other stock is perishable, they are obliged to sell most 
of their goods at just double the cost price. It is a general 
axiom, found true in practice, that in many lines of busi- 
ness the selling price must be double the manufacturing cost 
to yield an adequate return to the merchant. 

To learn how to be a good business man the plumber 
must first learn exactly what it costs him to run a shop. 
He must then see to it that he secures interest on his 
capital, a salary, a margin for contingencies and failure 
of customers to pay, and a final profit above all. He must 
learn that his principal business is no longer to wipe a 
good joint or do a fine piece of work and admire it, but to 
buy close, manage without waste of time or material, and 
to sell for all that he can get. He must not forget that 
the true object in business is not to see how cheaply he 
can do work, but how much he can get for the work he 
does. He must also learn all the nice methods of meeting 
men and getting them to pay a fair price, as well as how 
to buy his own goods at bottom figures. The way to charge 
is to make the price as high as a customer will pay, with- 
out being driven away and not to make it as low as can 
be afforded. That is business. That is what we are all 
in business for — to make money — to gather in a profit from 
the labor of others greater than we can earn by otu* own 
labor. 

The best business man is the one who gets all that he 
honestly can, and the poor business man is the one who 
always works too cheaply. The plumber who is a good 
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business man has mastered the art of getting considerably 
more for his work than he pays for its production. Hon. 
Edward N. Hurley, formerly chairman of the Federal 
Trade Commission, says : "The Federal Trade Gjmmis- 
sion has found that an amazing number of manufacturers 
and contractors, particularly the smaller ones, have no 
adequate system for determining their costs, and price 
their goods arbitrarily. It is evident that there must be 
improvement in this direction before competition can be 
placed upon a sound economic basis. It is a fact, too 
little realized, that an accurate determination of costs is 
fundamentally related to manufacturing efficiency. More 
and more concerns are joining the ranks of those who 
realize the necessity of knowing accurately their cost of 
manufacturing and selling. Every business man who joins 
in this work can feel that he is doing his part toward the 
improvement of business conditions generally, and his own 
business conditions in particular." Mr. Hurley also says : 
"Many manufacturers and contractors are not making the 
money they should. A great number is actually losing 
money. The purpose of conducting a business is to make 
money, and the only way to make money is to ' sell some- 
thing for more than it cosits. The first essential, then, is to 
know the cost. It is the belief of the Federal Trade Com- 
mission that the small margin of profit existing in so many 
ot our industries is due to ignorance, on the part of manu- 
facturers and contractors, of what their goods actually 
cost to produce. This ignorance causes them to make 
unprofitable prices, which the manufacturer or contractor, 
who does not know his cost, is forced to meet to a large 
extent. 
"Formerly the necessity for the determination of true 



Bookkeeping for the Plumber 



manufacturing costs was not so imperative as it is today. 
Margins between cost and selling price in niost lines were 
larger. Costs could be ignored, except in a general way, 
and a good return still be made on the investment, but 
today margins of profit in most lines of trade are very 
much narrower than formerly, and the necessity for the 
most efficient management and closest analysis is felt as 
never before. It is necessary today for the business man's 
success that he know on what articles he is mailing a 
profit and on what he is incurring a loss. It is obvious that 
a manufacturer or contractor should not only know the 
cost of each article he manufactures, but that he should 
see that every article manufactured bears its proper share 
of factory and general overhead expense." 

This book has been written for the purpose of aiding 
the campaign of education by explaining what a cost sys- 
tem is, how it operates, the results obtained, and the bene- 
fits to be derived from its operation. A complete system 
of bookkeeping for the young plumber starting in business 
win be described and illustrated. 
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Chapter II. 

The Purchasing Department. 

ONE way of adding to the earnings of a master 
plumber is to buy with judgment. There are some 
plumbers who, through pure shiftlessness, habitu- 
ally pay five to ten per cent more than they should for 
the goods they buy, never looking about for closer prices, 
and never discounting a bill to get the lowest figure; and 
they accept almost anything that a salesman chooses to talk 
off to thiem. 

However, while it is desirable to buy close and take 
advantage of occasional bargains, it is safest to place large 
orders with concerns of established reputation, rather than 
to seek lower prices from those of whose responsibility 
you know nothing, since it is always possible for the latter 
to take an order at any price necessary to get the job, and 
then to fill it with something that can be furnished at that 
time with a profit. 

The master plumber should also be careful not to buy 
beyond his immediate needs. The real economy consists in 
buying only what you have use for, at a fair price, taking 
advantage of all the discounts that cash will bring. Avoid 
the temptation to buy goods on long dating — ^to be paid for 
three or four months later, the great danger in this method 
being the temptation to overbuy. 

No goods should be ordered of your supply house ver- 
bally, nor written on a letterhead, nor a sheet of plain sta- 
ll 
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tionery, but should be made out on a regular numbered 
order blank, as in Fig. 1. 

These order blanks should be made up in duplicate or 
triplicate form in tablets, or bound in book fofm, with 
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Fig. 1. — Order Blank, syzxS Inches in Size. 

loose sheets of carbon paper, the original order blank to 
be sent to the supply house and the carbon copy retained 
until the goods arrive, when they should be checked up 
with the carbon copy of the order to see that they corre- 
spond in every particular. A memo or notation of the 
job or firm to whom the material is to be charged should 
be made on the carbon copy. 
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In cases of emergency when goods, wanted in a hurry, 
have to be ordered verbally or over the telephone, either 
a confirming order should be sent to the supply house or 
else a regular order blank filled out and marked "ordered 
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Put Thi* Number on Your Bill J^ 3lK 

Fig. 2. — Leaf from Pocket Order Book, 4x7 Inches in Size. 

over telephone" and the supply house notified at the time 
to mark the number of this order on its invoice or bill. 

Where the employes are working on a job or operation 
some distance from the shop, some contractors furnish the 
foreman or the workman in charge of the job with a 
pocket-size; duplicate or triplicate numbered order book, 
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to use when ordering small quantities of material wanted 
in a hurry and thus save time in sending^ to the shop for 
an order blank. In such cases the carbon copies of the 
orders should be sent to the office every day to check up 
with the bills as they come in from the supply houses, and 
also in order that the materials can be charged up to the 
proper job or contract See Fig. 2. 

P'or many reasons a contractor should have a complete 
record or copy of all orders given. He wants to know 
just what orders he has issued for certain materials, either 
for the shop or the different jobs, and from whom pur- 
chased. He wants to know just how long after the order 
was placed that the goods were received. 

One of the great advantages of using duplicate order 
blanks is that frequently all the material required for a 
job is not ordered at one time, but is ordered as needed, 
so as to avoid stocking up with a lot of material that will 
have to be paid for a long time before it is used. This 
method also prevents unauthorized persons from obtain- 
ing material in your name. It saves you from neglecting 
to charge the proper job or persons with materials pur- 
chased. It also prevents you from ordering the same ma- 
terial twice for a given job. 

Each shipment or delivery of goods received should be 
inspected, weighed, measured or counted, to verify the quan- 
tity and detect loss or damage. The facts in the case should 
be recorded on the delivery or receiving slip. If no deliv- 
ery slip accompanies the goods, a receiving slip, as in Fig. 3, 
should be made out and filed away with the receipt of tb 
invoice or bill. 

When the goods are shipped from the supply hbuses direr' 
to the job or operations, the employes should be instructed 
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to turn the delivery or receiving slip in to the office promptly 
every day. 

When an invoice is received, it should be compared with 
the original order and the delivery or receiving slips to see 
if they tally. It is a good plan to attach the delivery or 

CORUSS CNGINC WORKS. 
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Rcceiveo from.. 



Fig. 3. — Receiving Slip, 4x5 Inches In Size. 

receiving slip to each invoice as vouchers that the bills arc 

correct. 
An accurate system of checking goods received is very 

valuable, if for no other reason than that it forces the 
•■ jobbers to realize that the contractor knows his business, 
: and that they cannot pass off imperfect or substitute goods 
vow him, nor niake short deliveries, and that his claims for 
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allowances are just, because they are based on accurate 
knowledge and not on guess work or bluff. 

When checking up the invoices for material ptu'chased 
from the supply houses, it is always advisable to mark on 
one side of the bill the name of the customer, or for what 
job the materials were purchased This may save you 
from neglecting to charge the material to the proper job, 
and makes a quick reference for locating at any time what 
particular class or style of goods was used on some par- 
ticular job and the price paid for same. 

Having checked up the articles ordered for stock, each 
lot should promptly be put in its proper placd There 
should be a definite yard, shelf, bin, box, location or posi- 
tion for each kind of material, marked and indexed so that 
there will never be a moment's doubt as to where an article 
is to be put or found. See illustration of a section of a 
plumber's fitting bins in Fig. 4. 

The old method of stenciling the stock bins was ex- 
pensive, rigid and consumed a grreat deal of time. The 
modern method is to fasten tin holders on the bins and 
slide label cards, with transparent celluloid protectors, into 
the tin holders. Under the old method of stenciling the 
stock bins, if it was desired to rearrange or move the stock 
to new bins, the old stenciling had to be painted out and 
the bins restenciled or else there would be confusion in the 
stock. In the new method of using cards and tin holders, 
when the stock is changed to new location all you have to 
do is to slide out the card and put it in the tin holder in the 
hew location. 

If the stock bins are properly labeled the stock can 
l)e put in , the proper bins by anyone (under the present 
war conditions, either green help or even female help may 

16 
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vp to be hired for the ^tock room), and it will be 
iier to fill orders and to see that the stock is kept up 
its proper capacity to lill the ordinary needs of the 
siness. The maximum and minimum quantities to be 



carried can be marked on the cards; also the cost or sell- 
ing prices if desired. These card labels also simplify the 
matter of taking account of stock at inventory time. 

Where there is no systematic method of storing and 

indexing slock there is a lot of time lost in filling orders 
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or searching for fittings in the shop. The material and 
labor that go into a job or contract are paid for by the 
customer, but the time lost in the shop, hunting for 
fittings, has to be paid for out of the profits of the master 
plumber. 

If the stock is not kept up to its proper capacity to 
fill the ordinary needs of the shop, it often means a trip 
to the jobbing house or a hurry telephone call to the 
jobber for. fittings not in stock. This means loss of time 
in shop and of workmen on jobs, and small deliveries and 
loss of time and an expense to the jobber in filling small 
rush orders. 

If proper bins were made to hold such fittings, as the 
shop requires from time to time, and the bins were properly 
labeled, the condition of the stock can be seen at a glance, 
and the loss of time and expense and vexation of temper 
could be avoided by both the plumber and jobber. 

In order to prevent an unnecessary amount of any one 
kind of stock on hand, or of allowing the amount to get 
below a safe minimum, the master plumber or his stock 
keeper should watch the condition of his stock, note the 
amount used within a certain time, and soon he will be able 
to fix maximum and minimum limits within which the stock 
of each particular article is to be kept. These amounts 
should be entered on the upper right hand corner of the 
label card. 
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Chapter III. 

The Estimating Department. 

A MASTER plumber is one who, having acquired a 
practical knowledge of his chosen occupation, with 
a full knowledge of the uses of the various com- 
modities, and time is the greatest that enters therein, an- 
nounces for sale to the public his services. For such 
service he expects a living and a competency, and just so 
far as that service, the commodity he offers for sale is 
good, honest and efficient, will he approach his expecta- 
tion and hope. He has his opportunity and starts his 
travels along the road of success, and if successful grad- 
ually acquires and accumulates around him more work 
than he can do himself, or, rather, we will say, he has sold 
more of his commodity — his service — ^than he can furnish. 
He has gone short on the market, and to make good he 
must go into the market or the labor exchange, you might 
properly say, and buy that which he has gone short on. If 
he is a keen, shrewd and honest business man, he tries to 
buy for delivery as good, or, if possible, better services 
than those which he went short on. He buys and sells 
time. He still sells his services, but now agrees to deliver, 
handle and manage, under his supervision, efficiently other 
people's time, and he undertakes to make a profit out of it. 
Perhaps he discovers he has latent executive ability, 
defined by some one as the faculty of being able to sit 
and look at the other fellow doing the work ; but while it 
may be a comparatively simple task to jnanage your em- 
ployes, lay out and construct plumbing work, yet the all- 
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imx)ortant problem of determining beforehand what the 
fmished work would cost has always been a problem for 
contractors. 

You who are looking for estimators, and you who are 
trying to become or are estimators, bear this in mind and 
insist that all estimates be calculated as closely as possible 
to the real and true cost of production, regardless of 
whether you know it is going to be sold close or at a 
large profit. A good estimator is one who makes correct 
estimates and not one who figures on expediency or rumors 
or by what the customer may say about low prices offered 
by competitors. 

An estimator, who is true to himself, does not estimate 
what he thinks or what the proprietor thinks about the 
job, but carefully calculates the amount of time it will 
take the average workman to do the work with the facil- 
ities afforded by the shop, in which he is working, thereby 
getting a true value of the job for that shop. If that value 
is more than the job can be sold for in the market, where 
it must be sold, that is not the fault of the estimator, but 
of the shop and its manager, who has failed to provide 
proper facilities. The price, at which the job is actually 
offered and sold, may be fixed by adding a certain profit 
to that estimate price, or by throwing away some of the 
real cost, but that does not affect the correctness of the 
estimate. 

There are plumbers who know the cost of work, but 
who deceive themselves as to their ability to rush work 
through, believing that they can produce work more 
cheaply than their competitors. It is a mistake for any 
plumber to assume that he is smarter than those who com- 
pete with him for trade, and that his clever management 
enables him to get out his work ten or fifteen per cent 
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cheaper than others. Such men are usually hustlers them- 
selves and better and faster workmen than the average of 
those they hire. Estimators must be careful not to 
judge of the proper time on a job by the time that they 
themselves would require for its execution. To judge of 
the time required on a job one must allow for the aver- 
age time that the average workman would consume in get- 
ting it out, under average conditions. 

From every side we. hear charges of price cutting by 
one plumber against another, and at a first glance there 
seems to be no doubt that the charges are true, from the 
evidence of the letters of quotations written by the sup- 
posedly guilty parties to prospective customers. When 
we go more deeply into the matter and begin to make 
careful inquiries as to the character of the job and the 
quality of the materials that he proposed to give the buy- 
er, and his manner of estimating the cost of that par- 
ticular kind of work on which the price was made, doubt 
as to the intention of cutting prices enters our mind, and 
it looks more like a case of ignorant competition. 

In plumbing shops all over the land there are men at- 
tempting to estimate on all kinds of plumbing and heating 
work by making their personal guess as to the amount of 
labor that will be required upon each individual job, or by 
their judgment as to the accuracy of their workmen's or 
their foremen's guesses on the same points. They refuse 
to accept any system of average measurements, and even 
refuse to calculate and be guided by the average rate of 
production of their own workmen. Is it any wonder that 
prices vary, and that when one man's error on the high 
side is compared with another man's error on the low side, 
the former calls the latter a price-cutter? 

A little more than a generation ago the various life 
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insurance companies compared notes, and their actuaries 
prepared tables of the probable life expectancy of all 
classes of people, and they made almost uniform rates, 
based on these expectancies — not on their own records, 
not on their guesses, not even on a comparison of guesses, 
but upon a carefully fig^red-out average, or system of 
averages, which they revise from time to time, as actual 
facts give them data to go upon. No two risks, taken by 
an insurance company, present exactly the same actual 
expectancy or risk, but yet they class them into carefully 
defined sections and fix the rate of all in that section. 

No two jobs presented to a plumber ever contain exactly 
the same amount of work or risk, yet it is possible to so 
standardize all plumbing and heating that jobs of similar 
nature may be priced at a fixed rate per piece without 
injustice to any one, and to the ultimate benefit of both 
plumber and customer, as has been the case with the in- 
surance companies. 

Tn estimating labor for plumbing and heating contracts 
the more successful firms have found this standard of 
"per piece" estimating the only practical method. It has 
been proved that a man can run a given number of soil 
pipe joints per day, according to size; he can cut threads 
and make up in a day a given number of pipe coruiections, 
according to size and character of piping. He can set 
and connect a given number of fixtures or radiators per 
day, after all connections have been made to the wall or 
floor line, etc. If you carefully keep track and records of 
your labor, you will soon learn that the average workman 
can run and caulk so many joints of soil pipe per day, or 
cut so many threads a day of certain size, including the 
making-up of fittMl^s and hanging the pipe. A digger 
can move so many yards of dirt per day. He can lay so 
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many feet of pipe per day, he can fill in so many yards of 
ditch per day, etc. These figures can be compiled from 
actual experience, and, when a workman fails to come up 
to these standards there is something wrong, and he 
should be looked after. 

Estimate of Plumbing Labor in 18 Houses, Including 
Sewer Connection and Outside Drain. 

Excavating Labor $16.00 

Plumbing Labor 2.00 

Soil Pipe: 

Cellar Work 5.00 

Stack 3.00 

Testing 2.00 

Gas Fitting 3.00 

Water Pipe: 

Cellar 3.00 

Bath Room „ 2.00 

Roughing in Bath Room 3.00 

Roughing in Sink and Trays 1.50 

Setting Bath Tub (built in) 4.00 

Finishing Bath Room „ 3.00 

Finishing Sink and Trays „ 2.00 

Finishing First Floor Water Closet 50 

Rain Water Drains, Excavating Labor 5.00 

Refrigerator Waste Labor 2.00 

Incidentals 3.00 

Average Labor Cost Per House $60.00 

18 Houses at $60.00=$1,080.00, cost of labor for eighteen houses. 

If it takes a certain time to dig a ditch of certain length 
and depth, lay so many feet of drain pipe, run so many 
feet of water main, fill in so many yards of ditch, run so 
many feet of soil pipe stack and water pipe, a certain time 
to rough in, and a certain time to connect up fixtures, etc., 
what is to prevent the averaging of the whole of these 
operations into one price per house, and then multiplying 
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it by the number of houses to be completed? This can be 
done as shown by actual figures taken from an estimate 
made by a Philadelphia master plumber. See page 23. 

Ever see an insurance company's rate book, as used by 
the traveling agents? Ever notice that as soon as he finds 
your age and the kind of a policy that you are interested 
in, he refers to the proper page and tells you the exact 
cost per $1,000? 

Well, what is to prevent the plumber from doing the 
same thing with this customer? The cost of making the 
calculations? Why the master plumbers' associations of 
the United States have spent in the last ten years more 
than three times the money required to prepare and print 
a copy of such a book for every employing plumber in the 
country. For what have they spent it? Trying to con- 
vince you and your fellow competitor, whom you call a 
price-cutter behind his back, while he performs the same 
kind office for you, of the knowledge that there is an aver- 
age cost of plumbing, and that to find it for yourself you 
must keep an accurate cost system always at work in your 
shop. 

Stop and think this over. The insurance companies have 
made money doing what every one of you inwardly feels 
is taking a long chance, but it is no longer a chance, when 
they follow the law of average and stfck to standard 
prices. You are taking a much longer chance in guessing 
on each job and losing more often than winning, as can be 
shown by the records of bankruptcy. Why do you keep it 
up? Why not get together and insist upon your national 
and local associations getting busy at once upon a con- 
crete plan for making average price lists for all classes of 
plumbing based upon the "per piece" unit, and as soon as 
these lists are ready, adopt and sell by them without varia- 
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1. as insurancp is sold, gradually perfecting them until 
have attained the same standard of estimating that 
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In estimating a job from plans and specifications you 
should carefully study the plans to familiarize yourself 
with the character of the building and extent of the work. 
You should also carefully read the specifications, and as 
you go through the specifications, you should make notes 
of those clauses that specify the material to be used, as 
well as other sections pertaining to items that go to make 
lip a part of your estimates. Those notes should be re- 
tained and filed with your estimate for future reference. 

Never estimate the work while on the job. Return to 
your office and figure up your bid on a properly compiled 
estimate sheet. Many men of the trade object to estimate 
sheets, basing their objections upon the size sheet re- 
quired in order to cover all the items that go to make up 
an estimate. This is perhaps true, if an estimate is to be 
made on one sheet of paper, but an estimate should not 
be made up in this way. An estimate sheet should be 
merely a formula that will eliminate the possibility of 
overlookmg items that go into the making up of an esti- 
mate. The main estimate sheet, as shown in Figs. 1 and 
ri, or the compiling sheet, should first list all fixtures to be 
used on a job, together with the trimmings necessary to 
complete the fixture to the floor or wall line. 

Following this, provision should be made for all appli- 
ances of every description that are to be used on that 
contract. The reason for placing these items on the first 
column or the left hand column of the estimate sheet ar 
that they constitute the first notations that are made from 
a specification, that are to be carried to the estimate sheet 
Another reason is that this left hand column will constitute 
practically all of the finishing material for the job, an(^ 
the other column the roughing in. All estimate sheets 
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should have two columns for figures — one for estimated cost 
and another for actual cost — these to be filled in as the 
job progresses. 

In estimating it has been found more practical to esti- 
mate the work in divisions. For an example, we will take 
a plumbing job that includes several separate bath rooms 
or stacks. In estimating this job a layout should be made 
of each of the stacks, and each stack should be estimated 
separately, including the labor; and the total of these sheets 
should then be transferred to the main estimate sheet. 
Each of the subsequent sheets should be numbered and the 
number carried on the main sheet. 

When the job has been completely estimated, the main 
estimate sheet, as well as the various tabulating sheets, 
specifications, notes, sketches and copy of proposal should 
be filed in a large envelope, provided for that purpose. The 
envelope should have spaces for the name of the job, name 
of the architect, plan number, location, etc., and it should be 

filed alphabetically in a vertical file. 

Always make a written proposal with a carbon copy. 
Provide an acceptance clause at the bottom of your pro- 
posal for your client's signature, as in Fig. 3. 

In submitting a proposal, always describe the work in 
detail and, when you deliver it to your customer, always 
call attention to the fact that you have fully described the 
work in detail, so that he may know exactly what he is 
to get, thus eliminating argument and assuring him of a 
good job. 

There is only one way to get prices, and that is to ask 
them. You are often fighting a competition that does not 
exist, and trying to meet quotations that have not been 
given by your competitors, but which shrewd buyers try 
to make you think they have obtained from some one else. 

28 



Tke Ealiinatinc Depattmanl 



telling you that they will be glad to give you the order, if 
you will meet the prices which they allege they have re- 




I Blank. Slie B/jxIl Inchei. 
ceived You will never get the business back to a profit- 
able basis unless you regain your nerve and ask the prices 



Chapter IV. 

The Cost Department. 

COST is delined as the amount or equivalent paid, 
charged or given for anything; loss of any kind, 
expenditure, outlay, as of money, time and labor. 
This equivalent may be in the form of money paid for 
material or for labor, or for some one of the many kinds 
of expense or loss that exists in every manufacturing, con- 
tracting or jobbing business. It is apparent that cost con- 
sists of three elements, viz.: material, labor and expense. 

The problem is to ascertain the amount of each of these 
elements, and in order to accomplish this in the simplest 
and most practical manner the manufacturer or contractor 
has recourse to system. System is defined as a regular 
method or order, a formal arrangement or a mode of 
operation governed by general laws or rules. 

Formerly the necessity for the determination of true 
manufacturing costs was not as imperative as it is today. 
Margins between cost and selling price in most lines were 
larger. Costs could be ignored, except in a general way, 
and a good return still be made on the investment, but 
today margins of profit in most lines of trade are very 
much narrower than formerly, and the necessity for the 
most efficient management and closest analysis is felt as 
never before. 

It is a fact, too little realized, that an accurate deter- 
mination of costs IS fundamentally related to manufac- 
turing efficiency. More and more concerns are joining 
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the ranks of those who realize the necessity of knowing 
accurately their costs of manufacturing and selling. Every 
business man who joins in this work can feel that he is 
doing his part toward the improvement of business condi- 
tions, and his own business conditions in particular. 

A system of cost-finding does not perform its proper 
function unless its aim is cost reduction. Its aim should 
be more than simply to furnish data on which prices can 
be based, and more, also, than simply to supply the pro- 
prietor with an average cost of an article or job, or over- 
head expense after a period of time. The only proper 
method of reducing costs is through a systematic comparison, 
inasmuch as the proprietor is able to forecast the future only 
by comparison with past performances, and by information 
which is "current history," and which has been properly 
analyzed under the best of conditions. 

At the present time plumbing contractors have to take 
into consideration the fact that not only is labor from time 
to time seeking larger wages and shorter hoiu*s per day, 
but that the tendency of the raw material markets is up- 
ward, and unless these increases in their prime costs can 
be offset by either higher prices or an increased production 
or efficiency, a reduction in the profits is sure to be the 
result. The measure of a shop's success or a manager's abil- 
ity is not merely the amount of business done or work turned 
out each month. The ability to secure a maximum amount 
of business might be unquestioned, but the maximum busi- 
ness might have been secured at a minimum of profit or at an 
actual loss. 

Inasmuch as the value of any system of cost-finding is m 
proportion to the results obtained by it, the next question 
that suggests itself is : What must such a system accomplish 
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in order that it may be pronounced successful? This can 
best be answered by reducing any system of cost-finding into 
its fundamental elements, as follows: 

The Fundamental Elements of Cost-Finding. 

1. Cost Securing. — The gathering of the many details 
through the instrumentality of shop orders, material requisi- 
tions, time sheets, job tickets, etc. 

2. Cost Compiling. — The entering of the details se- 
cured upon forms, records and reports, provided for that 
purpose. 

3. Cost Comparison. — The placing of the latest infor- 
mation and data of like nature. 

4. Cost Analysis. — The thought and deduction applied to 
the cost comparisons. 

This will show that in order to reduce a cost it must be 
analyzed by comparison. This depends upon proper com- 
pilation, and this again depends upon accuracy in securing 
the cost data. 

A system may be an excellent one, capable of givmg 
maximum results, and while the costs may be founded 
and recorded, yet because no practical use is made of the 
compilations, the system fails to accomplish the results 
desired. An investigation would show, in the majority of 
cases, that the proprietor himself, and not the system, was 
to blame. This may be due to one or more of a number 
of reasons, the most important one, perhaps, being 
business procrastination or the inability on the part of 
the proprietor to give more than passing attention to the 
points that vitally affect his business success; or to put it 
in another way, he is so engrossed by the consideration of 
details, that must be attended to, that the details, that 
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should be attended to, are left to a more convenient sea- 
son. In his leisure moments — if he has any — he may pick 
up his trade paper, which contains some valuable sug- 
gestions; at his association meetings or conventions he 
listens to a paper and discussion that appeals to him, but 
in his endeavor to secure business to make up estimates, 
to meet his obligations, to make out bills and collect 
amounts due him, to struggle with his weekly payroll, to 
supervise his workmen, etc., the application of short cuts, 

better methods and suggestions, is lost sight of for the 
time being. 

Cost Securing. 

The first step in a plumbing and heating shop is to pro- 
vide some method of recording orders as they are re- 
ceived. Some use an order book, some index cards, some 
a combination shop order and job and price ticket, known 
as a coupon job ticket. All orders received should be 
given a job number and the number, data, name and ad- 
dress of customer, location of job, and a description of 
•the work to be done should be entered in the order book, 
or order cards or order blank. If an order book is used it 
should be ruled up, as in Fig. 1. 

Material. 

The first element of cost is material. Material is of 
two kinds, direct and indirect. 

Direct material is that which forms part of some par- 
ticular job and can be so charged. Indirect material is 
that which cannot be located as belonging to a particular 
job, and which is more in the nature of general supplies 
such as toots, cutting oil, gasoline, candles etc. This class 
of material is sometimes termed "expense material." 
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Material must be purchased, receiv- 
ed, checked and taken care of until it 
is required. A part of the shop should 
be set aside as a stock room, and some 
employe designated to perform the du- 
ties of stock clerk. As stated in 
Chapter II, there should be a definite 
location, as a yard, box, bin or shelf, 
for each kind of material, marked and 
indexed, and when any stock runs low, 
a memorandum should be made and 
turned into the ofike, so that the goods 
needed may be ordered. 

When any material is taken out of 
the shop or stock room for any pur- 
pose whether for jobbing or contract 
or sale to a customer in the store, a 
"material charge slip," as shown in 
Fig. 2, should be made out and turned 
into the office at once. 

AVhen any material is ordered 
either by telephone or regular order 
blank, to be shipped direct from the 
supply houses to a job or operation, 
a memorandum should also be made 
on one of these "material charge 
slips." If by a written order, mark 
the order number, date ordered, of 
whom ordered, and for what job, op- 
eration or customer. Or, if ordered 
over telephone, this should be noted 
on the material charge slip. 
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As it frequehtly happens that the quantity of materials 
for a job cannot be exactly estimated beforehand, a larger 
quantity is often taken to a job than is actually used. In 
that case, when any material is left over, it should be re- 
No. ltd. _ 

Materiial and Took Material and Tools 

Taken from Shop Retaraod to Shop 

^.-1 . 191. . 191..^ 

'Job ._ From Job 






i 



Fig. 2.~Material Charge Slip. Fig. 3.— IVIaterial Credit Slip. 
Size 4^x7 Inches. Size 4^/4x7 Inches. 

turned to the shop and a"material credit slip," as shown 
in Fig. 3, should be made out, giving credit to the job for 
the material returned. 

Where material has been taken and charged to one job, 
and later transferred to another job, as is often done, a 
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'^material credit slip" should be made out, crediting the 
job from which the material has been taken, and a 
"material charge slip" made out, charging the job to which 
the material has been taken. This is a matter that should 
be scrupulously attended to, or else incorrect records of 
costs of material used on a job will be obtained. The 
proprietor and the foreman will be obliged many times 
to caution the workmen on this point, as they are no- 
toriously lax on this vital point. It would be well to have 
a large sign posted in the shop calling attention to this 
matter. 

The material sHps for contract work should be entered 
up daily in the contract cost book, as will be explained 
later. The difference between what was delivered or 
taken to the job and what was left over and returned to 
the shop, will give the actual material used on a job. 

For jobbing work the "material slips" should be re- 
tained on file in the office until the job tickets are turned 
in by the workmen, and the "material slips" should be 
compared with the job tickets, to make sure that the work- 
men do not neglect to charge all the material that they 
may use on jobbing work. 

In order to prevent confusion and errors and facilitate 
handling, the "material charge slips" should be printed on 
a yellow or manila paper, and the "material credit slips" 
on a pink or some other color of paper than the "charge 
slips." 

To be assured that all material used is charged to the 
various jobs, there should be some method of recording 
what is taken out of the stock room or shop, as the work- 
men often fail to charge on their job tickets all the ma- 
terial used on a job. The practice of trusting to memory, 
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instead of making an immediate record when goods are 
taken from the stock room, makes it almost certain that 
in the hurry of the day's work, some more or less im- 
portant items are going to be overlooked. 

Labor. 

The second element of cost is labor, and this, like ma- 
terial, is divided into two classes — direct or, as it is 
sometimes called, productive labor, and indirect or non- 
productive labor. Direct labor is that which is applied di- 
rectly to the job, and which can be so charged. Indirect 
labor is that which cannot be located as belonging to any 
particular job, but must be charged to the expense account 
of the business, such as the proprietor's salary, the wages 
of the bookeeper, typewriter, foremen, draughtsmen, 

drivers, stock clerks, etc. 

The general method of handling labor in a- plumbing 
shop is to have each employe make up a time sheet or 
time book each day. It was the custom in the past to 
use weekly diaries or memorandum books for the work- 
material used on each job, and at the end of the week 
men in plumbing shops to enter up their time and the 
these weekly diaries were turned in the office, so that the 
work could be charged up in the day book to the custom- 
er's accounts, and the workmen's time made up in the 
payroll book. The actual pratice, however, in the aver- 
age plumbing shop has emphasized the fact that where 
weekly diaries, or weekly time sheets alone were used, 
it was the custom for the workmen to wait until the 
last day or afternoon prior to turning in their weekly 
diaries or weekly time sheets, and then to enter up the 
whole week's charges from memory for time and ma- 
terial. 

In the more progressive plumbing shops today, instead 
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of a weekly diary, a dual timekeeping system is used, and 
each workman is given a weekly time sheet and a job 
ticket, as in Figs, 4 and 5. 

While the job tickets are only given to the workman in 
charge of the job, every employee, whether journeyman, 
helper, apprentice boy or laborer, should be provided 
with a weekly time sheet to enter up each day the differ- 
ent jobs and the time he worked on each job; also time 
in shop or any other expense time, which should be noted 
in detail on the weekly time sheets, and from these week- 
ly time sheets the payroll is made up. After the time is 
entered in the payroll book the weekly time sheets should 
be checked up with the time turned in on the job tickets 
during the week, so that no job is overlooked, and the 
time spent on contract work should be posted from the 
weekly time sheets" to the contract account in the con- 
tract cost book. 

The time sheets of the laborers and other temporary 
help should be attested and O. K.*d by the foreman or 
the workman in charge of the jobs, on which they worked. 

Any expense time on the weekly time sheets should be 
charged to an expense account, a record of which can be 
kept, if desired, in the contract cost book. 

In addition to the weekly time sheets, a job ticket, as 
shown in Fig. 5, should be made out and given to the 
workmen on jobbing work, the coupon being retained on 
the order file in the office until the job ticket is returned. 
These daily job tickets, or workmen's order slips, as they 
are sometimes called, are a written order to the workmen 
for the work to be done. The correct name of the owner, 
location of job and description of work to be done should 
be entered in ink on the job tickets by the clerk in the 
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office, before the job ticket is given to the workman. This 
insures correct record of the job for the office files, as the 
workmen are sometimes careless in writing the proper 
names of customers and location of work. 

As soon as a job is completed and the workman re- 
turns to the shop from the job, he should immediately fill 
out the rest of the job ticket, giving full description of 
what work he has actually done, an account of all ma- 
terials used, any expenses, such as car fares, telephone, 
etc., and the total time the workmen spent on the job, in» 
eluding mechanics, helpers, apprentice boys, laborers, etc., 
and the job ticket turned into the office at once, before 
proceeding to another job. 

Daily job tickets insure that the correct charges for 
material and time are made while everything is fresh in 
the workman's mind, instead of making out the charges 
from memory at the end of the week, as is often done 
when only weekly diaries, weekly time sheets or memor- 
andum books are used. 

The daily job tickets should have printed columns for 
dollars and cents, so that the prices can be extended on 
the job tickets by the proprietor before being given to 
the bookkeeper, and the bills made out direct from the 
job tickets, saving the time and expense of copying the 
charges in the old-fashioned day book, as was the custom 
in the past. 

While it is generally more desirable to concentrate as 
much as possible the clerical and brain work in the office, 
there is no question that the reports of the time and ma- 
terial used on jobs, in the plumbing business, can be given 
both cheaper and better by the workmen direct, supported 
by the proper checks of "material slips" and dual time- 
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keeping systems, than through the intermediary of a walk- 
ing timekeeper, providing the proper instruction and re- 
port system has been introduced in the shop and care- 
fully ruled and printed weekly time sheets, daily job 
tickets and "material slips." 

The only way in which workmen can be induced to 
write out all of this information accurately and promptly, 
is by having each man write his own time while on day 
work, and pay when on piece work, on the same ticket on 
which he is to enter the other desired information, and 
then refusing to enter his pay in the payroll until all of 
the required information has been correctly given by him. 
The principle is clear that, if one wishes to have routine 
clerical work done promptly and correctly, it should 
somehow be attached to the pay card of the man who is 
to give it. 
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Chapter V* 

Cost Compiling. 

EVERY time a certain kind of information is gath- 
ered together, it can, in all probability, be utilized 
to advantage, aside from the purpose for which it 
was originally collected. Every department of a cost- 
finding system is inter-related with some other depart- 
ment. Forms for one branch of the accounting system, 
that will be sufficient to embrace any information col- 
lected in this branch, will also be useful in a related 
branch.. 

The purchase order, described in Chapter II, is not only 
a memorandum, on which is recorded the kind, quality 
and amount of a certain material ordered, the order num- 
ber and similar information, but it also facilitates the 
transaction between the office and stock room or job. 
The bookkeeper can check up invoices with the carbon 
copy of the order, and mark on the invoices the job or 
contract to be charged for the stock purchased. 

The stock receiving slips, or the delivery slips, sent 
with the goods, should be carefully checked and the 
stock inspected as received; they enable the bookkeeper 
or master plumber to guard against faulty stock and 
paying for invoices in full, where only a part of the order 
has been received. In this way leaks are stopped, which 
in many cases have been very serious. 

The "material charge and credit slips" enable the book- 
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keeper to make the proper charges or credits to jobs or 
contracts, and also to post to the stock record book if 
otie is kept. 

The daily job tickets and weekly lime sheets not only 
give the workmen instructions about what Ihey are to do 
on a job, but they also furnish the data for the payroll 



Fig. 1. — Bill and Carbon Copy. 

book, and the lime to be charged against the jobs or the 
contract work in the contract cost book. From the in- 
voices of stock purchased, the material slips for materials 
taken from the shop or storeroom, the daily job tickets 
and weekly time sheets, we get the various charges for 
labor and material for the different jobs or contracts. 

For jobbing work the charges for labor and material 

can be posted from the daily job tickets into a daybook, 
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or, if the prices are extended on the. job tickets, the bill 
can be made out direct from the daily job tickets, making- 
a carbon copy of the bill on a plain manila sheet o( paper 
at the same time. The manila sheet should be filed in a 
suitable binder and used as a salesbook, saving the time 
and expense of writing the charges in either a daybook 



FIB' 2.— Binder lor Sale Sheets and Contract Coat Sheeti. 

or salesbook. (See Fig. 1 and Fig. 2 for bill and carbon 
copy, and sales book binder.) 

For contract work, the charges for labor and material 
are posted from the invoices of stock purchased the 
material charge slips, material credit slips, daily job tick- 
ets, and weekly time sheets, also cash items of expense 
from cash book, to the contract cost book, as in Fig. a. 

The contract cost book is made up of loose sheets, 9>Jx 
la inches, printed, ruled, punched and filed in a sectional 
post, canvas covered binder, similar to binder for sales 
book. The lop of the contract cost sheet should be ruled 
and printed, as shown in Fig. 3. 

In the date column are entered the dates that the en- 
tries are charged. The time spent by the mechanics and 
helpers is entered in the mechanics' column; the labor- 
ers' time in the laborers' time column; the waeei paid 
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mechanics and helpers are entered in the mechanics* cost 
column ; the wages paid laborers in the laborers' cost 
column. The cost of materials, delivered to the contract 
job, is entered in the material cost column; and any ma- 
terial returned from a contract job is credited in the 
credit column. Any expenses such as freight, fares, gaso- 
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Fig. 3.— Top of Contract Cost Sheet. »i/2x12 inches. 

line, candles, permits, insurance, etc., are entered in the 
expense column. Before these various items are entered 
in the columns, as noted, a description of the items aiid 
what they are should be written in the ''items' column," 

While the charges for material are entered in detail^ 
when copied from the material slips, and the charges are 
taken, from the invoices for stock purchased, time can be 
saved by merely entering the date of invoice, name of 
supply house and amount as: 

7/20/17 Fleck Bros. Co., $45.62. 

All contracts should be numbered for quick reference 
and filing, and an index sheet should be kept in the front 
part of the contract cost book for listing the number and 
names of contracts as in Fig. 4. 

As soon as a contract job is completed and billed, and 
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all the charges entered, the total of the different colunuis 
should be looted up. The total of the mechanics' time 
column will give the total time spent on the. contract job 
by the mechanics and helpers. The total of the laborers' 
time column will give the time of the laborers. The total 
of the mechanics and helpers' cost column will give the 



Con- Wiien 

tract Com- 

No. Name Location of Job Description pleted 

1 Smith Bldg. Co. 20th & Spruce St. Pl'mb'g 10 Houses 7/18/17 

2 Smith Bldg. Co. 20th & Spruce St. Heating 10 Houses 7/25/17 

3 Thos. Brown York & Tabor Rd. Jewish Hosp. Alt. 
4 

5 
6 



Fig. 4. — Index Sheet of Contract Cost Book. 

amount of wages paid the mechanics and helpers. The 
laborers' cost column will give the wages paid laborers; 
the total of the material cost column, less the total of the 
credit column, will give the cost of material used; and 
the total of the expense column will give the amount of 
sundry expenses on the job. 

When the contract job is completed and the total cost 
is obtained, it should be compared with the original esti- 
mate, as in Fig. 5, after which the cost sheets of the con- 
tract should, be taken out of the contract cost book and 
filed away, either in another binder for completed con- 
tracts, or in a vertical file, or with the original sheets and 
other papers belonging to the contract. 
. If it is desired to keep the costs separate of sub-con- 
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tracts or different sections of a contract, different contract 
numbers and sheets should be given for the different sub- 
contracts or sections. 



Estimated Aciual 

Cost. Cost. 

Fixtures „ 328.00 328.00 

Rough Material 275.00 310.00 

Permits 32.50 32.50 

Gas Fitting 75.00 SO.OO 

Excavating Labor 30.00 32.00 

Plumbing Labor 200.00 240.00 

IW Meter 30.00 30.00 

Incidentals : 25.00 27.50 

Net Cost 995.50 1,080.00 

15% Overhead Expense 149.50 162.00 

Total Cost 1.145.00 1,242.00 

10% Net Profit 115.00 'IS-OO 

Estimate Price 1,260.00 1,260.00 



♦1%% Profit. 



Fig. 5. — Comparison of Estimated and Actual Cost. 

An estimator for a plumbing shop is aided in his work 
by the keeping of a record of the costs of all jobs, and 
subsequent comparison with the cost he has estimated. 
In every well-regulated office it is possible to know, after 
a job is done, just what it cost, and the subsequent cor- 
rection of estimates tends to make the man, who does 
the calculating, more expert. 

It has been repeatedly stated that the profit in the 
plumbing business is made on the jobbing work, where 
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the work is done on the time and material basis, but is it 
not true that the volume of jobbing work to be secured 
and the total net profit are so small, that were all your 
work done on this basis, you would not have profit enough 
to pay your own time and general expenses, to say noth- 
ing of laying aside a little for the. future? 

You all know how often you have trouble with a cus- 
tomer, because his bill has amounted to more than he 
expected. Sometimes you lose the customer because you 
cannot convince him that you have not overcharged him. 
Invariably you have to make a reduction to please and 
hold him. Very often this reduction amounts to almost 
your entire profit. Sometimes your customer pays the 
bill and does not come back to you, and you wonder 
what is the cause. Contract work does away with this 
trouble. 

You are in business for the profit, and it is your duty 
to make as large a legitimate profit as possible. If you 
wish to do this, you can do it by contract work, if you 
keep proper cost records and estimate correctly, and it is 
your duty to do it. It takes a little time to measure the 
work, but you will be in a better position to handle the 
work after you have done so. You are better able to 
make suggestions, and you can easily get a good return 
for the time you have taken to investigate the work. 

As your amount of profit depends upon how quickly 
the work is done, it will be natural for you to watch your 
men a little closer and push them a little the harder, as 
well as keeping an eye on the material used. 
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Oiapter VL 

Cost Comparison. 

IF THE cost of a completed contract, or an operation 
of plumbing in a row of houses, is compared with a 
previous cost, or with the estimated price, and is found 
excessive, the master plumber will, immediately want to 
know where the increase is, as well as what caused it; and 
ynless a proper cost system has been introduced to take 
care of just such cases, it will be next to an impossibility 
to locate the trouble after the job is completed. The word 
that "the cost of the job is too high," can be passed from 
the office to the superintendent, from him to hi^ foremen, 
and from them to the workmen; but the poor workmen 
may know as much about what caused this high cost as 
they do about psychological research, so that no good is 
really accomplished. 

It is not enough to know, at the completion of a con- 
tract, whether you have made or lost money, but a com- 
parison of the actual cost with the standard or estimated 
cost should be made each month as the work progfresses. 

At the end of each month a survey should be made of 
all contracts not completed, and a chart should be made 
out, as in Figs. 1 and 2, showing how much of each part 
of the work has been completed and the estimated cost, 
and the total compared with the actual cost to date, as 
entered up in the Contract Cost Book. 

In the case of a large contract, extending over a long 

50 

t .T 



Coat Comparison 



period, if a monthly survey and chart are made, it is 
possible to ascertain if the work is progressing eco- 
nomically, and whether the actual cost is exceeding or 
kept within the limit of the standard or estimated cost. 
If the cost at the end of any month is excessive, it may 
be possible to speed up the workmen or locate the source 
of the high cost, before it is too late, and prevent the 
entire contract from becoming a dead loss. If the causes 
are due to defective or poor delivery of material, lack of 
proper equipment and tools, lack of co-ordination with 
the other building mechanics, lack of proper planning, 
poor workmanship, etc., they may be remedied before too 
late. 

If we examine the statistics, shown in Figs. 1 and 2, 
we find that the Chart shows, according to the monthly 
survey made, that the estimated cost to date of the 
plumbing labor should amount to $148, the excavating 
labor to $131, and that the combined labor and material, 
estimated cost, should be $1,221. Now if we should com- 
pare these estimated totals with the actual costs of labor 
and material, as entered in the Contract Cost Book, we 
can see whether the job is lagging or the workmen are 
pulling through on schedule time. 

Cost Analysis. 

In order to reach the lowest cost or highest efficiency, 
it is necessary that an accurate record of each detail, or 
group of details, of labor and material should be kept. 
A record should be looked upon as a working tool, and its 
value measured by its capacity for producing lower cost 
and greater output. 

The equipment of the shop should be standardized and 
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put in such condition as will make possible maximum out- 
put and most economical production. 

The determination of a standard of quality of output 
or efficiency of service, below which it is not permissible 
to go, is necessary because efforts to reduce cost and in- 
crease production may result in lowering the quality un- 
less systematically prevented. 

It is also necessary to find out what is to be done and 
how to do it. This involves stripping the work of all 
unnecessary refinement, finish, material and operations, 
bearing in mind that what is worth doing at all is 
worth doing well enough for the purpose and not a bit 
better, and then determining the simplest and quickest 
method of doing it with the facilities at hand and estab- 
lishing a standard time or cost limit. Constant compari- 
sons of actual performance with the standard Or estimated 
cost should be made to see that the actual cost does not 
exceed the standard or estimated cost or time limits. 

The essential thing to see is that, whatever standard 
cost or time limits are set, they are not exceeded, and that 
as long as they are not changed there shall be no falling 
away from them. 

If monthly comparisons of actual performance are 
made, and it is ascertained that costs, are exceeding the 
standard or estimated time, it will be found to be due to 
various causes which might have been remedied by proper 
planning. 

The Value of a good start is not always valued as it 
should be. A good start means to haVe everything in 
readiness for the prompt beginning of the work at the 
very beginning of the time that the men are supposed to 
start to work in the morning. The master plumber or his 
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superintendent should see to it, that everything is on the 
job and in readiness the night before, so that there will 
be no time lost in the morning, waiting for material, or 
the journeymen sitting around doing nothing, while the 
apprentice boy or helper goes back to the shop or supply 
house for material that should have been ordered ahead of 
time, instead of leaving it until the last moment when 
actually wanted; instead of ordering the material ahead 
of time to insure getting it on the job when needed, many 
master plumbers or their superintendents telephone an 
order late in the afternoon to the supply house to deliver 
material the first thing in the morning, but no matter how 
accommodating the supply houses are, they may have 
other customers with rush orders, who have to be accom- 
modated, and it is not always possible for them to oblige 
every one. Sometimes it is late in the afternoon, before 
the material arrives on the job, and often a whole force 
of workmen lose a whole day's labor on the job, because 
they have no material to work with. A "good start" is 
the result of good management, and good management 
is as essential to success in the plumbing business as in 
any other field of endeavor. 

Defective material is also one of the many causes of 
high labor cost. Often workmen will spend hours trying 
to remedy defects in material sent, before rejecting and 
returning the defective material to the supply house. De- 
fective material may also upset the plan for the whole 
day's work, as it may be necessary to start on some other 
portion of the work, until the defective material is re- 
placed. 

Another prolific source of high costs, in operation 
work, is due to the interference of the builder or main 
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contractor with the plans of the. sub-contractors. As the 
builder is anxious to get additional capital by selling the 
houses before completion, he first wants one house and 
then another finished before its regular turn. This dis- 
arranges the plan of doing work in the most efficient man- 
ner; the material for that particular house has to be got- 
ten ahead of time, causing confusion in delivery and the 
checking up of deliveries on account of the contract, both 
for the master plumber and the supply houses; workmen 
have to be stopped on other work, and various other ex- 
penses incurred, which were not included in the original 
estimate. Provision for contingencies of this kind should 
always be provided for in estimates on operation work. 

Lack of planning adds to high labor costs. As far as 
possible, high priced labor should not be allowed to waste 
time doing low priced labor work. Workmen may work 
hard and steady and yet lose money for the master on con- 
tract work. In an operation of a number of similar 
houses, all the pipes for the mains and risers should be 
cut out in the shop or on the job by low priced labor, 
and all gotten out before the workmen start on the in- 
stallatipn work of a job. To allow a high priced, man 
and a boy to put in one piece of a pipe at a time, then 
measure the tiext piece, and both go down to the cellar 
or pipe-cutting machine and cut and thread it and then 
put it in place, and proceed the same with the next piece 
of pipe required, is waste of valuable time on contract 
work. No system of efficiency that you may establish 
in your business, will afford any degree of success, if you 
neglect to take care of the questions of waste; and waste 
time of the employe, a? well as of the master, is one of 
the greatest loss-producers in any business, 
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Lack of proper supervision by both the master plumber 
and his superintendent also makes high labor cost. The 
master's eye should be everywhere. He should be the first 
one in the office or shop, in the morning to see that the 
employees get to work on time; that they do not waste 
any unnecessary time in the shop, getting out material 
or tools before starting out for the job. 

No matter how good a superintendent you may have, 
not one can attend to this matter as well as the master. 
Frequeni trips to the jobs and constant supervision of the 
contract work should be made both by the superin- 
tendent and master plumber. There are many perplexi- 
ties and delays, which arise, that the workmen cannot 
always promptly straighten out themselves. Notes 
should be made of the condition of the job, whether tlie 
other building contractors are co-ordinating with your 
workmen, or whether delay of the other contractor's 
work is hampering your workmen; material needed may 
not be on the job and should be looked up; the progress 
and skill of y^ur workmen should be noted, and the slow 
ones should be cautioned. If the master is careless in 
the supervision of his workmen, they in turn are apt to be 
careless and sluggish in their work. 

Another source of high labor cost is due to shifting 
workmen from one job to another, or taking workmen off 
contract work to help out on rush or urgent jobbing work. 
When a workman is taken off a contract for several days 
or several weeks, it takes him some time to get the lay 
of the ground again. He may have planned to do the 
work, and provided for doing it in an efficient manner, 
but in the meantime, while away on the other work h^ 
has lost or forgotten just what his plans were. 
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Often an increase in the wages of workmen, after a con- 
tract is secured, .makes a higher labor cost than the esti- 
mated price. If such is the case, the standards set for 
the cost of different portions or groups of portions of 
work must be increased when estimating on the next job. 

Sometimes the plumbing work is delayed by lack of 
co-ordination with the other building mechanics on the 
job. Often great loss and waste of time issue from this 
source. 

At times scarcity of labor affects the cost of a job, es- 
pecially in non-union jobs. The estimated cost of doing 
work may have been established during times when labor 
was plentiful and cheap, but when labor is scarce and 
higher wages have to be paid in order to secure enough 
workmen to complete the job, the actual cost often far ex- 
ceeds the estimated labor cost. At other times the esti- 
mator may have based his estimate upon using a cheaper 
class of labor, but owing to unusual rush of work in the 
shop, may have to put higher priced workmen on the job. 

Often high material costs are due to lack of proper 
checks on ordering and receiving material. Some plumbers 
get a lump estimate on materials for a job, and to save 
cartage themselves and prevent getting bills for material 
long before they are ready to use it, let the supply houses 
deliver the material in small quantities, as wanted on the 
job, without checking up the receipts for material as de- 
livered. Materials are sometimes delivered to the wrong 
job or address by mistake by the supply house, often the 
teams get to a job after the workmen have gone home, 
and the material is dumped anywhere by the drivers with- 
out getting a receipt or leaving a delivery slip for the 
plumbers* workmen. Material is sometimes charged that 
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was not delivered, because the plumber has no delivery 
slips nor any proper receiving system to prove whether 
he has received the goods or not. On this account many 
plumbers prefer to have all material delivered to their 
shop, so that they can check up all receipts and then de- 
liver the material by auto trucks to the job themselves. 

In some shops the employees are allowed to order 
materfal at will from the supply houses, without an order 
blank from the office, and bills come in from the supply 
houses for materials, which the master plumber does not 
know whether he or his workmen have ordered, and he 
is in no position to dispute the bill for the lack of a con- 
firming order from his office. Their workmen can order 
materials or tools for their own use, and the master can- 
not check them up. They can also spoil or waste ma- 
terial and replace it, without any hindrance. 

There are a great many reasons why actual costs ex- 
ceed estimated or standard costs, and it is only by month- 
ly comparisons and constant supervision, that it is possi- 
ble to check up and provide against the recurrence of in- 
cidents that tend to increase the cost or delay the work 
and waste workmen's time on a long continued job, and 
thus assure that the job shall show the profit that was an- 
ticipated. 
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Chapter VII. 

What Is the Right Price? 

INASMUCH as the Federal Government is at the pres- 
ent time placing large contracts amounting to hun- 
dreds of millions of dollars for material and construc- 
tion on a basis of cost plus a percentage, it is of vital 
importance to the community to know exactly what the 
term "cost" includes. 

The true basis of price of any article is the average 
manufacturing cost of production of that article in com- 
mercial quantities plus the cost of selling and distributing 
the article to the consumer, plus a fair profit on the cost 
of manufacture and distribution. This means that careful 
records of cost must be kept for a sufficient length of 
time to secure a true average of the cost of each unit of 
operation, so that any usual or unusual combination of 
units can be correctly priced, and the establishment of 
the real value of each of them determined. 

Manufacturing costs may be divided into three parts — 
material, labor and overhead expense. We all know what 
cost of material means, and also what we mean by the 
cost of labor; but there is still a great deal of misunder- 
standing about what is called overhead expense or bur- 
den. It seems important, therefore, that we should as 
soon as possible try to get a clear idea of what we mean 
by this term. 

The expenses of a manufacturing or contracting busi- 
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ness may be divided into three classes, as follows: 1. The 
expense of buying and storing the raw material, includ- 
ing inward freight and cartage. 2. The expense of sell- 
ing or marketing. 3. The expense of operating the fac- 
tory or shop. While there is undoubtedly one correct 
way of determining these costs, we must recognize that 
all methods are more or less approximate, and therefore 
no one can be considered perfect. 

Of the various methods of distributing the indirect or 
overhead expense there are only three sufficiently promi- 
nent to warrant consideration. They are: 1. Man or 
Machine Hours. 2. Man Wages. 3. Wages and Materi- 
als. The last is the oldest and in most general use on 
account of its simplicity, but is the least correct of the 
three; for it does not take into consideration the differ- 
ent values or amounts of material used on different jobs, 
or from week to week, or nionth to month. The same 
plumber may work one week on a high-class installation 
running into hundreds of dollars' worth of material, 
while another week he may only use a few doUars' worth 
of material. Was the overhead expense of the shop any 
greater during that week that the plumber was working 
on the high-class of material than it was during the 
week when the same plumber only used a few dollars' worth 
of material? 

Is it fair to the master plumber or to the customer to 
charge more for overhead expense during the week when 
higher priced material was used than the week when only 
a smaller amount of material was used? On this basis of 
computing overhead expense, where would the master 
plumber's' profit be, if he had a run of several months 
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when only a small amount or a cheap class of material 
was sold? 

The second method was adopted in recent years to in- 
sure a more stable method of prorating overhead expense, 
and overcome the inequalities and fluctuating changes 
due to the method of prorating on wages and material. 

The price of labor does not fluctuate as much as the 
price of material. While wages are on the increase and 
the hours of labor are getting shorter, the rate of wages 
paid does not fluctuate from day to day, or from week to 
week or month to month, as does the cost of material 
used. The same worknian may install $500 worth of ma- 
terial one week and the next week only $50 worth, and 
yet his weekly wages remain the same in either case. The 
quantity and quality and the cost of material used may 
vary greatly from day to day or week to week, but the 
wages of the workmen may vary very little. But even 
this method has its inequalities or disadvantages. As a 
rule in most shops there are different rates of wages paid, 
which would make the amount of overhead expense 
charged on the wages of the higher paid mechanic 
greater than that of the lower priced mechanic, which 
would make a difference in estimating the cost of a. con- 
tract job, depending upon whether the estimator was 
figuring using cheaper or higher priced labor. However, 
if uniform wages were paid all mechanics in the shop, 
and also in all the shops of competitors, this method 
would be found fairly satisfactory for plumbing contract- 
ors. 

The first method of using man hours has more recently 
been adopted in many lines of manufacturing and by cost 
accountants and production engmeers to overcome the 
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inequalities of the other two methods due to the fluctu- 
ations in the value and amount of material used and the 
difference in the rates of wages paid to different mechan- 
ics in the same shop. It has been claimed by some that this 
method is a little too complicated for the master plumber, 
but if you consider a moment, however, it is not so com- 
plicated as it seems. If your overhead expense for the 
year is so much, say $4,800, and your working days during 
the year amount to 300 days, and you work eight hours 
a day, and employ eight mechanics on the average, you 
first divide the amount of your overhead expense ($4,800) 
by the 300 working days, and then by 8 hoiurs, and finally 
by the 8 mechanics and you have the average overhead 
cost per man hour. Now add this overhead expense, 
and you will then find out what you should get, if the 
mechanics are paid 50c per hour, and you have the fac- 
tory cost per hour, as follows: 

Overhead expense $4,800 divided by 300 days = $16.00. 

$16.00 divided by 8 hours=$2.00. 

$2.00 divided by 8 mechanics=25c man hour cost. 

Add 25c overhead expense to mechanic's wages of 50c 
=75c as the factory cost per hour for labor. 

If you wish to get the selling price per hour for labor, 
you ought to add at least 33% per cent profit to factory 
cost of 75c and you have $1 per hour, which is the least 
you should get, if the mechanics are paid 50c per hour, 
and you wish to make any profit on the man's wages. 

In the past it was variously stated that the overhead ex- 
pense of the plumbing business ran from 20 per cent to 40 
per cent of labor wages paid, while in manufacturing busi- 
nesses it was generally assumed that the overhead ex- 
pense was 100 per cent of labor paid, and it was the 
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custom of manufacturers to double their labor Cost to 
get their factory cost of labor. During the past few 
years many writers have also stated that in many plumb- 
ing shops the overhead expense today will run 100 per 
cent of labor. 

During the year 1916, Philadelphia journeyman plumbers 
were paid 50c per hour, while the regular charge per hour 
by Philadelphia master plumbers for jobbing work was 
only 65c per hour. Have you ever heard of any million- 
aire plumbers in Philadelphia, or anywhere else for that 
matter? While many manufacturers have been doubling 
their labor costs to get their factory costs and then adding 
a fair profit to this, and getting rich, the master plumbers 
have been contented to add only 30 per cent to labor cost 
to cover both overhead expense and profit, and how many 
of them are getting rich, notwithstanding the opinion 
which the public holds concerning the plumber? 

As most of the profit in the plumbing business is made 
on jobbing work, when often only little material is used, 
if the rate of wages paid to the workmen is 50c per hour, 
the selling charge per hour for mechanic's work should be 
$1.25 per hour or certainly not less than $1. If any 
plumbers ever expect to get rich at 65c per hour there will 
he no returns from the business, and even at $1 per hour 
the master plumber will only break even, and all the 
profits of the business will have to be made on the ma- 
terial sold. 

On the basis of figuring overhead expense by the labor 
and material method, in H. F. Baillet's book on "Over- 
head Expense in the Plumbing Business,*' which should 
be read by every contracting plumber, it is stated that it is 
estimated that 75 per cent of the plumbers are carrying 
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an overhead expense of 25 per cent. The other twenty- 
five per cent run down from 20 to 13 per cent overhead ex- 
pense according to the amount and character of the busi- 
ness. In my personal experience I have also found in the 
shops, I have investigated, that the overhead expense ran 
from 15 to 20 per cent. How can a plumber expect to reap a 
profit from his business if he only adds from 10 to 15 per 
cent to flat cost of labor and material to cover both over- 
head expense and profit in figuring up his estimates, as 
many are doing? Not less than 33% per cent, and in 
many cases 50 per cent, should be added to flat cost of 
labor and material, if the plumber expects to make any 
real money in his business. 
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Chapter VIII. 

Overhead Expense. 

IT is absolutely necessary for a merchant plumber to 
know positively his cost of doing business before he 
can intelligently establish a selling price on any 
article, job or contract, that will insure a satisfactory net 
profit on the business as a whole — a net profit neither 
too high nor too low — a net profit that is right. The per- 
sistent upward tendency of the market, particularly as 
applied to rapidly rising raw material costs, makes it 
necessary to devote some really serious consideration to 
the question of prices and the effect of each necessary 
advance in the retail selling price, the overhead expense 
and the resulting net profit. 

In numerous articles appearing in trade papers we read 
statements somewhat like these: 

"The dealer's cost of doing business is increasing in 
the same proportion as the manufacturer's." 

"The retailer is imder the same increasing cost of oper- 
ating as the manufacturer." 

Such expressions clearly indicate that price advances 
are largely being attributed to increased expense or ad- 
vanced cost of doing business, and the master plumber 
has not been so fortunate as to escape an increase in the 
amount of operating and selling expense necessary in 
successfully conducting his business. 

The question is: How much is my overhead expense? 
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It is an important question for every master plumber. 
It is a question that every master plumber must answer 
for himself, and answer accurately, if he wishes to con- 
duct his business to the best advantage. No estimate, 
no guess will answer; especially not in times like these. 
Facts, figured facts, known facts, proven facts, these 
alone can form a safe basis for determining any business 
policy in these days. Accurate knowledge of the cost of 
doing business is absolutely essential. 

Broadly speaking, overhead expense is all that you ex- 
pend during the course of a year for everything except 
material and labor, for which you do not again directly 
charge to a customer, job or contract, not, of course, 
including anything not absolutely necessary to the proper 
conduct of your business. 

You can catalogue your costs of doing business some- 
what as follows: 

It costs money to make money. Everyone knows that. 

It costs money to do every single operation in your 
shop, or on a job. 

It costs money to pay rent. 

It costs money to pay yourself a salary. 

It costs money to hire help. 

It costs money to deliver goods. 

It costs money to use postage. 

It costs money to use printed matter. 

It costs money to advertise. 

It costs money to have a telephone. 

It costs money to carry insurance, fire liability or com- 
pensation. 

It costs money to have bad bills. 

It costs money to have periods of no work. 
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It costs money to have periods of less than full produc- 
tion. 

It costs money to correct mistakes. 

It costs money to pay interest on borrowed money. 

It costs money to pay interest on capital invested in 
business. 

It costs money to pay taxes. 

It costs money to pay for light. 

It costs money to pay for heat. 

It costs money to pay for material. 

It costs money to store and carry material in stock. 

It costs money to use gasoline, candles, oil, etc. 

It costs money not to have money to discount your 
bills. 

It costs money to have money invested in tools, ma- 
chinery, fixtures and equipment. 

It costs money to waste material. 

It costs money to pay for lost or idle time of workers. 

It costs money to waste time. 

It costs money to keep your accounts. 

It costs money to collect money. ^ 

It costs money to replace breakage or damage. 

It costs money to repair defective work. 

It costs money to make allowances to customers. 

It costs money to replace worn-out tools. 

Now all these various costs must be included in every 
bill, or you are donating them to your customer, and you 
will have to pay for them out of your own pocket or profit 
at the end of the year. While you cannot itemize them 
on your bills as so much for rent, advertising, heat and 
light, etc., you must add them in your selling prices or 
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estimates. In all your estimating or billing you should 
be guided by the following formula: 

Material + Labor -f- Overhead Expense + Profit = 
Selling price. 

There are a few points in connection with the above 
catalogue of costs that it might be well to consider very 
carefully. 

There are some who pay no rent and, because they 
own the property, forget to charge their business with 
the amount of rent they would have to pay for a similar 
location for their shop, and thus make an annual donation 
of their rent account to their customers who naturally 
appreciate it very much. 

For bad accounts an allowance of 5^ of 1 per cent of 
gross sales should be made fbr bills uncollectible. 

Every plumber should allow himself a salary, at least 
equivalent to what he could earn, if he were working for 
someone else, and charge it to expense account, whether 
he actually draws it out every week or not. The master 
plumber surely is as much entitled to his weekly salary 
as his employes, and why should he devote his services 
free to the business for the benefit of his customers? If 
the master plumber has a family and a home, his wife 
certainly will appreciate nice furniture and beautiful 
dresses, and his children will also need food, clothing, edu- 
cation and the little luxuries and pleasures of life. Isn't 
the master plumber's wife as deserving of the weekly pay 
envelope as the journeyman plumber's wife? 

Great care should be exercised to keep an accurate 
account of productive and non-productive labor. Salaries 
of proprietor, clerk hire, drivers, errand boys, superintend - 

67 



Bookkeeping for the Plumber 



ents, draughtsmen, etc., should not be charged to wages 
account, but to a special salary account, which should be 
included in the overhead expense of the business. 

Productive labor is only that for which a direct charge 
can again be made to a job, contract or customer. 

Non-productive labor is that which cannot be charged 
directly to any particular job or customer, but must be 
charged to the overhead expense of the business. 

In the same manner, non-productive material such as 
gasoline, candles and oil, etc., which cannot be charged 
directly to a job or customer, must be charged to the 
overhead expense of the business. 

The lost or idle time of mechanics, time spent repairing 
defective work, replacing damaged material, repair work 
in the shop, etc., should be deducted from the wages 
account and charged to overhead expense. 

As it was stated in Chapter VII, the overhead expense 
in the plumbing business has been generally estimated by 
various authorities to run from 20 to 40 per cent. H. F. 
Baillet, who for years has been compiling statistics of 
the plumbers' cost of doing business, states that the aver- 
age overhead expense of the plumbing business is 25 
per cent of the gross business. He has prepared a chart 
for the use of the New Jersey Association of Master 
Plumbers, which it would be well for every master 
plumber to use in compiling the overhead expense of his 
business. This chart follows herewith : 

Overhead Expenses. 

(Compliments of the New Jersey Master Plumbers' Asso- 
ciation. Fill this out from your own books and know 
what it costs you to do business.) 
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Salary - $. 

Rent 

Light 

Heat 

Telephone 

Horse and Wagon or Automobile 

Bookkeeper 

Insurance 

Taxes 

Cartage 

Carfares 

Tools 

Collections 

Bad Accounts 

Driver 

Waste Materials 

Replacing Defective Goods 

Labor Lost 

Allowances 

Interest on Capital, 3 per cent on. 

Postage ~ 

Stationery and Printing 

Association dues 



Total $- 

Synopsis of Business for One Year. 

From to 

Amount of Business $. 

Amount (O. H. X.) overhead expense 

Amount paid out productive labor 

Amount paid out for merchandise — 
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Gross Cost: 

Labor 

Merchandise 

Net Cost: 

Labor $ „ 

Merchandise 

O. H. X_ 

Net profit 1 

Net Loss 

Amount Business, less Gross Cost 

Percentage added to Gross Cost 

Percentage O. H. X of Business 

Percentage Merchandise of Business 

Percentage Labor of Business 

Percentage Loss of Business 

Percentage O. H. X est*d on productive labor 

Percentage O. H. X est'd on merchandise 

Percentage O. H. X est'd on gross cost 

When you add 15 per cent to labor and material you 
are losing money. Figfure it out for yourself and know 
what you are doing. 

For a comprehensive study of the cost of doing busi- 
ness in the plumbing industry, we would refer you to 
H. F. Baillet's book on Overhead Expense, which tabu- 
lates the results of over twelve years of investigating 
and compiling statistics of the cost of doing business in 
large and small plumbing shops, all over the United 
States. 
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Chapter IX. 

Financial Books. 

A SHORT time ago, after delivering an address on 
"System for the Plumber/' before the Philadelphia 
Association of Master Plumbers, I accidentally 
overheard one of the members remark: *I do not want 
to know anything about bookkeeping, what I want to 
know is how to run my business without books." 

The small business man may protest that his business 
can't afford a bookkeeping system. He doesn't know how 
to keep books, and besides "it's too much trouble alto- 
gether," and he cannot afford a bookkeeper. It may be a 
little trouble to keep books, but this trouble isn't to be 
compared to the trouble he may get into, if he doesn't 
keep books and keep good ones. They are not an ex- 
pense, but an investment, and can be made to yield won- 
derful returns. If merchants only find some way to solve 
this bookkeeping problem, there will be less worry for 
them and their creditors, and less work for the bank- 
ruptcy court. 

Accurate records help a merchant to get credit, or 
money to expand his business. People have faith in well 
kept books. Books stamp a man and his business with 
order and system and progressiveness. Accurate records 
give a man standing, when he gets into court. If there 
is any dispute about an account or contract or discount, 
the man with the clearest records has a distinct advantage 
and gets more consideration from the court. 

No business is too small to afford a bookkeeping system 
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of some kind. Naturally this system should be extremely 
simple, but just the same it should be accurate and cover 
every important detail, and it should by all means include 
a set of regular double entry books. 

The book of accounts should tell one his exact cost of 
doing business. He cannot figure whether his store or 
shop is profitable until he knows the overhead expense. 
Every expense must be included, such as rent, interest on 
investment, bad debts, and salaries for every one in the 
office, including the proprietor. 

Every master plumber who intends to succeed must 
keep track of his business. He should keep a set of 
books. They do not need to be so elaborate as required 
by a large business concern, but they should be plain and 
clear, covering all the important transactions in the every- 
day routine of the shop and office. The great trouble with 
the average merchant plumber has been this that he does 
not apply business methods to what he is doing, and for 
that reason he is not generally regarded as a good busi- 
ness risk. He knows very little about what he takes in 
and pays out. He tries to knock out a living in a sort 
of happy-go-lucky way, thinking that, if he makes ends 
meet at the end of the year, he has done well. He starts 
in the next year but little better oflF than the year before. 

The plumber can develop ideas of practical economy, 
thrift and efficiency. Large contracts or big business do 
not always mean big profits. It costs as much to pay 
wages to employes on a losing contract as it does on a 
profitable one. In certain Ibcalities there is more profit 
in a certain class of work than in others. Matters of 
detail showing comparative losses, profits apd expend- 
itures will be revealed by the bookkeeping habit. Some 
plumbers think they are doing well until the day of reck- 
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oning. They fail to consider their investment, the interest 
charges, the value of their own labor, and the expense 
of feeding and clothing themselves and their families. 
Overhead charges cover the plumbing industry as in man- 
ufacturing. Keep track of what you are doing and results 
will surprise you. If they are not satisfactory this year, 
prune down the expenses at certain points and increase 
the efficiency so as to make plumbing pay. Better be in- 
tensive on a small scale than extensive on a scale so big 
that it shows no financial profit. Plumbing is a healthy 
and manly vocation requiring a great deal of technical 
skill, but it takes real money to pay taxes, build churches, 
houses and shops, to buy tools, and to send the boys 
and girls to college. 

"What is there in it for me?' is a question we hear on 
every hand. It is a question full of meaning, of prophecy 
and indicative of the intense earnestness of the modern 
business man. There is an answer to this question, which 
is just as pregnant with deep meaning, prophecy and 
intense earnestness as is the question. This answer was 
given by President Wilson in his address, at Philadelphia, 
at a recent Fourth of July celebration, when he said, in 
referring to the Declaration of Independence: **There 
is nothing in it for us, unless we can translate it into 
terms of our own condition and of our own lives." This 
is true of the plumbing trade and all other businesses. 
There is nothing in it for us, unless we translate them 
into terms of our own conditions and of our own lives. 

If we receive a check for a sum of money there is noth- 
ing in it, whatever, for us unless we take that check to 
the bank, and deposit and guarantee the bank that unless 
the check is good, we will return the money. 

If we rent or buy a plumbing shop, and stock it with 
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tools and materials, there is absolutely nothing in it for 
us unless we take possession of the shop and use it or 
cause it to be used and cause it to produce us a profit and 
get a living out of it. If we are given health, wealth or 
opportunity, or any other valuable thing, there is abso- 
lutely nothing in it for us unless we adapt it to our own 
conditions and translate it into terms of our own conditions 
and of our own lives. 

There is nothing in it unless we take contracts at a 
profit. There is nothing in it, unless we keep records of 
the costs of conipletcd contracts, so that we may know^ 
intelligently how to bid on other contracts. 

There is nothing in it for us, if we do not keep books, 
so that we know how much our customers owe us and 
collect what is due us promptly. We must also know 
how much we owe and try to meet our obligations when 
due. 

There is nothing in it for us, if we do not know whether 
our overhead expenses are greater than our income, or 
not, or whether we are making any profits out of our 
business. 

When we realize that a proper set of books contains all 
the elements of the greatest power of good and the suc- 
cess of our business, and will enable us to secure the 
greatest possible assistance in conducting our business 
with economy, thrift and efficiency, if we only avail our- 
selves of that assistance, then we translate our business 
into terms of our own conditions and our own lives. 

In this country there are two classes of bookkeeping: 
Single Entry and Double Entry. 

Single Entry, the very name is a misnomer, it should 
he called simple entry. It is generally used by the small 
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retailer on account of its simplicity; also by trustees and 
executors whose function is to collect revenue and pay 
incidental expenses in order to accomplish under the 
direction of the court some purpose other than that of 
making money. Although they may be kept double entry, 
in the accounting in the courts the presentation of the 
accounts of executors and trustees is by simple or 
"single" entry. 

Prior to the time of the introduction of "double entry" 
the keeping of accounts was simply called "account keep- 
ing," after that time it was requisite to distinguish the 
two, and this was done by calling the earlier "simple 
entry," and the later "double entry." The word "double" 
suggests the word "single," hence some would call simple 
entry "single entry," without any argument to support 
the name. 

Single entry is a simple system of chronological entries 
and as a rule only contain entries of the purchase and 
sales of the business, the cash receipts and disbursements, 
the amounts owing by the customers, the amounts owing 
to creditors, and the capital account or investment of the 
proprietor in the business. While the accounts above 
named are kept, common simple or single entry, as it is 
used, 3ret in many businesses it has this characteristic, 
that it does not keep note of the economical effects pro- 
duced by the administrative facts. While the four main 
books, required in any line of business the Day Book, 
Cash Book, Journal and Ledger are used the same in 
either single or double entry bookkeeping, in single or 
simple entry the accounts are placed together in the 
various books according to the nature of the values to 
which they refer, but every book stands by itself, without 
depending in the" least on the others. Simple or single 
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entry consists therefore of a series of books, having no 
bond between them, and each of them has a purpose by 
itself which it seeks to satisfy in the best way possible. 
This characteristic fact of simple entry of wanting every 
bond of comparison is its great defect, and this defect is 
that it lacks every mode of controlling the exactness of 
the administrative facts and in not having a perfect 
reckoning of a balance sheet and a profit and loss account, 
which is the final and supreme purpose of all registrations 
in business. 

Double entry is the method of bookkeeping best adapt- 
ed to those businesses run for the purpose of making 
money, for its power of analysis is great, and thus it 
grives a help in the study of economy as connected with 
these businesses in its "profit and loss" or other equiva- 
lent account, while it provides safety to its capital by 
providing economic funds to meet wear and tear, to meet 
losses on sundry debtor accounts, etc., in its reserve 
funds. In businesses run for the purpose of making 
money the ruling idea is economy. What plumbing busi- 
ness is not run for the purpose of making money? 

In double entry bookkeeping the same four main books, 
day book, cash book, journal and ledger, are also used, but 
in addition to entries showing the sales to customers and 
amounts still owing by them, the purchases from creditors 
and the amounts still owing to them, the cash receipts and 
disbursements, and the capital or investment of the pro- 
prietor, we also have economical or as they are generally 
called the nominal accounts, which mark the progress and 
show the economy of the business. The nominal or 
economical accounts consist of the Merchandise Purchase 
Accounts, Merchandise Sales Accounts, various Expense 
Accounts, Wages Accounts, Salary Account, Discount and 
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Interest Accounts, Rent Account, Depreciation Account, 
Reserve for Bad Debts Account, Insurance, Profit and 
Loss Account, and various other transactions incurred in 
the course of a business run for the purpose of making 
money. 

It was said the other day, that a particular master 
plumber had read over the first statement of his business 
made from an accurate set of books, and was amazed 
that it showed such a different condition from what he be- 
lieved it to be. 

He told a friend this and added: '*It gave me a solar 
plexus blow in the jaw." 

"You're nutty," said the friend, "you can't get a solar 
plexus in the jaw, why your solar plexus is way down in 
your stomach where your food goes." 

"Knew I was right," said the plumber. "This darned 
business never did earn food enough to go farther than 
the jaw." 

So in order to help the small retailer earn enough food 
for his stomach, the Credit Department Methods Commit- 
tee of the National Association of Credit Men is going to 
try to educate the retail merchant up to keeping simple 
books of accounts, and proper cost accounting, and with 
a view to securing information upon this work, there will 
be submitted to the retailers throughout the country a 
list of questions as follows : 

Name and Address. 

Line of Business. 

Have you a regular system of bookkeeping? If so, is 
it single or double entry? 

Do you keep any of the following books? If so check 
them: 
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Day Book. 

Cash Book. 

Ledger. 

Journal. 

How often do you close your books? 

How often do you make up a profit and loss statement? 

Do you know your yearly total expense? 

Do you know your yearly total volume of business? 

How often do you turn your stocks? 

Do you depreciate your fixed assets? 

Do you carry fire insurance? 

Do you know how much it costs you to do business 
every month? 

Do you know the relation of your monthly gross profits 
to your sales? 

Do you know what your overcharge of gross profits is? 

Do you know the relation of your total expense to your 
sales? 

If you do know, does this leave a sufficient margin of 
net profit in your business. 

If not, where are your profits? 

Do you figure your profit on your cost or selling prices? 

In figuring your selling price, do you consider losses on 
bad and doubtful accounts? 

How often do you take inventory? 

Do you know what you could save monthly by taking 
your cash discounts? 

Do you charge your business with rent? 

Do you charge your business with your own salary? 

It will be the purpose of the succeeding chapters to en- 
deavor to help the merchant plumber to intelligently 
answer the above questions to his own satisfaction. 
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Chapter X. 

Financial Books.^-Continued 

EVERY master plumber "keeps books" of some sort, 
unless he happens to be as fortunate as a sheet 
metal worker I know, who always secured cash 
from his customers by explaining that he was tmable to 
make out a bill, as he could not read or write. As all 
master plumbers know how to read and write, and cannot 
collect cash upon completion of a job, but have to do 
most of their work upon charge accounts, it is absolutely 
necessary that they keep books of some kind, and book- 
keeping, after all, is only putting down in writing what 
you cannot carry in your head. 

In the succeding chapters I want to describe to you 
how to keep books by the double entry method in the 
plumbing and heating business, but before starting I want 
to say that it is necessary for the proprietor or his book- 
keeper to grasp the principles and make such adaptations 
as are necessary to his peculiar needs. That, after all, is 
"higher accounting" — ^just adapting plans to suit special 
needs. It is needless to repeat that the only practical 
method of accounting yet devised to fit the needs of a 
plumbing shop is the double entry system. 

Double entry bookkeeping shows not only the relations 
existing between the merchant plumber and those with 
whom he has business transactions, but also those existing 
between him and the various kinds of property, expense 
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or things that he possesses, or in which he deals. It is 
the only mode of keeping accounts that is worthy of 
being systematized upon scientific principles. It is the 
only mode worthy of the name of "bookkeeping." The 
science of bookkeeping is. based upon certain principles, 
which are universal in their application to commercial 
and other accounts. Hence, if the arrangement of the 
books differs in different houses, the difference should be 
accounted for by the circumstances that certain forms 
are better adapted to the nature and demands of one 
kind of business than the others. The fundamental prin- 
ciples of the science of bookkeeping are adapted to every 
set or style of books. More than four hundred years 
have now elapsed since the first treatise on double entry 
bookkeeping was published, but although many modifica- 
tions and improvements have been made since then, by 
means of which the amount of labor involved has been 
enormously reduced, the fundamental principles of double 
entry have remained unchanged. 

In double entry we make an entry for every business 
transaction, making an entry to two or more accounts, 
according to the number of accounts affected by the trans- 
action. Every time we debit an account for a certain 
amount, we credit some other account for the same 
amount, hence double entry. 

A business transaction is an exchange of values there- 
fore there must be at least two parties engaged in a 
transaction, the one giving and the other receiving value 
of some kind; the one receiving the value being Dr. and 
the one giving value being Cr. Hence we have the old 
rule for debiting and crediting. "Debit the account of 
those to whom we give value, and Credit the account of 
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those from whom we receive value." With regard to 
things, effects, or property, "debit the thing or property 
received, or that which costs value, and credit the thing 
or property parted with, or that which produces value." 

The three cardinal rules of double entry bookkeeping 
should be memorized, and referred to from time to time, 
pntil you thoroughly understand them. 

Rule 1. When one thing is given for another, th« 
thing received is Dr. to the thing given for it. 

Rule 2. When a thing is received and nothing given 
for it at the time, the thing received is Dr. to the party 
fjrom whom it was obtained. 

Rule 3. When a thing is given and nothing received for 
it at the time, the party to whom it is given is Dr. to the 
thing given. 

These rules for debiting and crediting, which are the 
pith of double entry bookkeeping, may be simplified as 
follows: Debit every account with what it receives, and 
credit every account for what it parts with, thus: 

Rule 1. If we buy from Haines, Jones & Cadbury Co. 
for cash (because we have no open account with this 
concernX^an enamel iron tub for twenty-five dollars, Mer- 
chandise is Dr. to Cash $25.00, and we open two accounts 
in our ledger, one for merchandise and debit it with the 
amount or value of the thing received, and open another 
account for cash and credit for the value of that which 
is given, or $25.00. 

If we sell for cash a porcelain-enameled iron tub for 
thirty-five dollars, we debit Cash with the amount re- 
ceived ($35.00) and we credit Merchandise for the value 
of the thing given, $35.00. 

Cash Dr. to Merchandise, $35.00. 
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The ledger entries in these two cases would appear as 
follows : 



Dr. Merchandise. Cr. 

1917 1917 

Oct. 8 To Cash 1 25.00 Oct. 9 By Cash 2 35.00 

Dr. Cash. Cr. 

1917 1917 

Oct. 9 To Merchandise 2 35.00 Oct 9 By Merchandise 1 25.00 

Rule 2. If we buy from Haines, Jones & Cadbury Co. 
on credit, a porcelain-enameled iron tub for $25.00, mer- 
chandise is Dr. to Haines, Jones & Cadbury Co. $25.00, 
and we debit the Merchandise account in the ledger for 
the value of the thing (bath tub) received, and we open 
an account for Haines, Jones & Cadbury Co. and credit 
the company for the value of the thing obtained from it, 
as follows: 



Dr. Merchandise. Cr. 

1917 

Oct. 8 To Haines, Jones & 

Cadbury Co. 1 25.00 

Haines, Jones A Cadbury Co. Cr. 

Dr. 
1917 
Oct. 8 By Merchandise 1 25.00 

Rule 3. If we sell on credit to Samuel Brown a por- 
celain-enameled iron tub for $35.00, Samuel Brown is Dr. 
to Merchandise, $35.00, and we open an account in our 
ledger for Samuel Brown and debit him for the value of 
the thing given, crediting Merchandise for the value of 
the thing parted with, as follows: 

Dr. Samuel Brown. Or. 

1917 

Oct. 9 To Mdse. 2 35.00 

82 



Financial Books 



Dr. Merchandise. Cr. 

1917 
Oct. 9 By Samuel 

Brown 2 35.00 



The following is another application of Rule 3: 
We gave Fleck Bros. Co. on October 10, 1917, our note 
for $100.00 at three months. 

In this transaction a promissory note is given and 
nothing received for it (at the time of giving it), there- 
fore, according to Rule 3, Fleck Bros. Co. is Dr. to Bills 
Payable $100.00, and we make the following ledger en- 
tries: 



Dr. Fleok Bros. Co. C|:\ 

1917 

Oct. 10 To Bills Pay- 
able 2 100.00 

Dr. Bills Payable. Cr. 

# 1917 

Oct. 10 By Fleck Bros. 

Co. 2 100.00 



Received from John Maxwell his note at three months 
for $150.00 on October 11, 1917. In this transaction a 
promissory note is received and nothing given for it (at 
the time), therefore, according to Rule 2: 

Bills Receivable is Dr. to John Maxwell $150.00, and we 
make the following ledger entries: 



Dr. Bills Receivable. Cr. 

1917 

Oct. 11 To John Max- 
well 3 160.00 
Dr. John Maxwell. Cr. 

1917 

Oct. 11 By Bills Re- 
ceivable 3 150.00 

The preceding examples are simple journal entries, hav- 
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ing but one debtor and but one creditor. The application 
of the rules to them is therefore very easy. There arc 
'Other and more complicated cases, in which the process 
is more difficult. A complex entry is one, in which there 
are two or more debtors to one creditor, or two or more 
creditors to one debtor. When there are several debtors 
and several creditors, the entry is said to be complex in 
-both its terms. The following is an example of a complex 
entry in one term: 



Complex Transaction, Oct. 15, 1917. 

Bouirht of Charles Perkes Co.: 

1 5-fool bath tub _ $46.00 

1 lavatory -. 36.00 

1 water closet outfit _ ^. 46.00 

■ Idoll pipe and fittings. 60.00 

Lead pipe, etc - ^... 26.00 



$200.00 
• fGave in payment for same $60.00 in cash and my note at dO 
days for $150.00. 



« • In this transaction material or "merchandise" is re- 
ceived, and cash and my note are given, and the journal 
entry would be as follows: 



Oct. 16, 1917. 

Merchandise $20O.00 

Dr., To Charles Perkes Co $200.00 

For materials bought. 

Charles Perkes Co :...„ $200.00 

Dr., To Cash. ^ $ 60.00 

Bills Payable — 160.00 

For cash and my note at 90 days. 



The term '*Bills Payable" is used to denote notes, given, 
and "Bills Receivable" is used to denote notes received. 
Some use the terms "Notes Payable" and "Notes Receiv- 
.able" instead. 

From the journal the following entries would be posted 
to the ledger: 
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Dr. 


Merchandise. 




Cr. 


1917 






. • 


Oct. 15 To ClUUi. 






■ . 


Perkes Co. 


2 200.00 






Dr. 


Charles Perkes Co. 




Cr. 


1917 


1917 




1 


Oct. 15 To Cash 


2 50.00 


• 


1 


Oct. 16 To Bills Pay- 




• 




able 


2 150.00 Oct. 16 By Mdse. 


2 


200.00 


Dr. 


Cash. 
1917 
Oct. 15 By Chas. 




Cr. 




Perkes Co. 


2 

• 


50.00 


Dr. 


Bills Payable. 
1917 
Oct. 15 By Chas. 




Cr. , 




Perkes Co. 


• 


150.0(^ 


*The flgrures 2 in the small columns denote the page 


in the 


journal or other book trom which the entries were 


posted to 


the ledger. 






, 



The three rules for journalizing, which we have given, 
and which we have applied in the foregoing examples, will 
enable those, who fully understand them, to dispose of 
any transaction, however complicated it may be. Read 
these three rules over and over again until you thoroughly 
understand them, and refer to them frequently when any 
transaction occurs, which it may puzzle you how to enter 
up. But there is one rule which includes these three, and 
which consequently applies to all transactions. It is this : 
The account that receives is debtor to the account that gives. 
All practical entries are based upon this rule. 

From these rules and examples it will be perceived 
that bookkeeping by double entry is based upon a prin- 
ciple of mathematical equilibrium, which equilibrium is 
attained by entering each amount both on the Dr. and 
Cr. side, and the sum total of the debits should equal the 
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sum total of the credits. Hence this principle requires 
that every debit must have a corresponding credit and 
vice versa. 

By this time you will pereceive that bookkeeping is a 
matter of some little complexity, and in the past errors 
made by bookkeepers were a source of considerable an- 
noyance and loss, and it was therefore but natural that 
men should devise some means by which such errors 
should become self-evident, and for this purpose was the 
double entry method adopted. By recording all the 
transactions on both sides of the ledger, and comparing 
the total amount on the Dr. side with the total of the 
Cr. side, a check is at once obtained; for if there be a 
mistake, it is unlikely in the extreme that the two sides 
agree. The test of the correctness of the entries in the 
ledger is made by taking off a "monthly trial balance," 
which will be explained later on. 

At first sight, however, the advantage seems to be 
more than compensated by the extra labor, for certainly 
it nearly amounts to keeping the books twice over. But, 
notwithstanding this, no subsequent discovery has caused 
TTs to abandon the principle of double entry. 

Double entry bookkeeping is the only method or system 
known that not only shows what the profits or losses of a 
business are, but also how these profits or losses were 
made, and a few moments* consideration will show that 
the questions: "How have I made my profits?" or 
"Where have I lost my money?" are in reality more im- 
portant than the questions: "What profit have I made?" 
or "How much money did I lose?" It is here that the 
special value of double entry bookkeeping is seen. 
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Chapter XL 

Financial Books. — Continued. 

A KNOWLEDGE of the technical meaning of the 
terms debtor and creditor is indispensable to the 
' acquisition of a correct knowledge of the principles 
of bookkeeping. Rules for the disposition of debits and 
credits in the operation of journalizing were described in 
the preceding chapter, and in some form are contained in 
every book or work upon this subject: Yet with these 
aids the student of bookkeeping is sometimes at a loss to 
comprehend the principles involved in the explanation and 
directions given him. He can readily understand that the 
person, who owes is debtor and the one to whom money 
is due is creditor; but beyond this he cannot see any 
reason for the application of those terms, though he may 
know and be able to apply the rules for journalizing. 

This difficulty is not common to all who give their at- 
tention to this subject. Some can readily understand why 
"the account that receives is debtor to the account that 
gives." For the benefit of those who can see no adequate 
reason for this rule, we will give some further explana- 
tions of the rules for journalizing and description of the 
names or terms used in double entry bookkeeping. 

In single entry bookkeeping we only keep accounts with 
persons showing what they owe us or what we owe them. 

In double entry bookkeeping we not only keep accounts 
with persons showing what they owe us or what we owe 
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them, but we also keep accounts with things, such as mer- 
chandise, wages, cost, expense, profit and loss, etc., and 
learn the condition of our business at different stages, 
and whether we are making or losing money in our busi- 
ness and how. 

In order to make these terms clear, we will suppose that 
the merchant plumber commits his affairs to a number of 
clerks, assigning to each clerk the care of one particu- 
lar branch of the business, with a head clerk, namdd 
"Profit and Loss," to whom they are all responsible, in- 
stead of opening an account for each branch to represent 
it. We will now attempt to describe the duties of each 
of these clerks. We will suppose the business of attend- 
ing to the receipt, expenditure and safe-keeping of the 
merchant plumbers* cash be confided to one clerk, whom 
we shall call **Cash;" that of superintending the merchan- 
dise transactions to another clerk, named "Merchandise;" 
another clerk, named "Wages," will look after our pay- 
roll account; another clerk, named "Expense," will take 
care of the various expenses incurred in our business, etc.; 
and in turn all these different clerks will be held respon- 
sible and be required to give an account of their duties 
to our head clerk or steward, named "Profit and Loss." 

These clerks are representatives of the merchant plumber, 
who employs them, and are therefore accountable to him 
for every item of his property, which they receive, and 
ar^ relieved of this accountability when they part with 
the property entrusted to them. 

Bearing this in mind, let us suppose that materials to 
the amount of $400 are purchased, one-half of which is 
paid in cash and for the remaining half the merchant 
gives his note. The materials when received are of course 
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delivered to **M^erchandise." He is accountable for them. 
He therefore becomes a debtor. To whom is he debtor? 
Undoubtedly to "Cash" and "Bills Payable," because both 
of these clerks have made payments on his account, and 
for making- these payments they have received no con- 
sideration. There can be no difficulty in comprehending: 
this, for the student knows that, if he pays money for 
a friend from his own funds, his friend becomes a debtor 
to him for the amount paid, and he of course is his 
friend's creditor. 

Let us look at the other side of the transaction. "Cash 
is called upon to pay on behalf of "Merchandise" $200. 
He owes "Merchandise" nothing, neither has the latter 
furnished him with funds with which to make the pay- 
ment. "Cash," who is accountable for all the money he 
has on hand, is relieved of this accountability to the 
amount of $200. He is a creditor, and a creditor of "Mer- 
chandise." The same reasoning holds good with regard 
to "Bills Payable." He also is a creditor of "Merchan- 
dise." Hence the journal entry of this transaction will 
be: 



Merchandise Dr. To Sundries MOO.OO 

To Cash 1200.00 

To Bills Payable 200.00 



In a complex entry the word "Sundries" is sometimes 
used as a heading to denote that more than one account 
is involved in the transaction, although it can be dis- 
pensed with. 

We will suppose again that instead of giving cash and a 
note for merchandise we buy material to the amount of 
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$400 on an open charge account from Fleck Bros. Co. In 
this case "Merchandise" is debtor to Fleck Bros. Co., as 
nothing at the time was g^iven in consideration for the ma- 
terial, and the journal entry would be: 



Merchandise 1400.00 

Dr. To Fleck Bros. Co, $400.00 



Let us take another transaction. Suppose a merchant 
plumber installs a job of plumbing or sells material to the 
amount of $497, and receives in payment cash for $200 and 
a note for $300 due in 60 days after its receipt. It will 
be observed here, that this note is not worth $300 until it 
becomes due. To get the money at once for the note, 
we would have to take the note to the bank and have it 
discounted, and the bank would charge us 60 days' interest 
or $3 for discounting the note. Therefore, the note is 
only worth $297 to us. Therefore, we have to charge the 
customer for this discount of $3, making our bill really 
$500 instead of $497. 

Now "Merchandise" delivers up goods to the amount 
of $497. He is no longer responsible to his employer 
for that amount of goods. How is he to show that he has 
rid himself of this responsibility? By crediting himself 
for that amount. Who are his debtors? "Cash" certainly 
is a debtor, because he is responsible for the amount 
($200), which he has received. He has increased his in- 
debtedness to his employer $200. With equal certainty 
"Cash" is debtor to "Merchandise," because he received 
the $200 from or for "Merchandise," and gave the latter 
nothing for that amount. He owes "Merchandise" $200. 
"Bills Receivable" also owes "Merchandise" $300 for the 
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same reason. It is not to "Merchandise" alone that these 
gentlemen, "Cash" and "Bills Receivable," are indebted. 
Here is a fourth clerk who is to share in the transaction. 
This clerk is called "Discount and Interest." As our orig- 
inal bill amounted only to $497, and we received $200 in 
cash and $300 in a note, or $500 in all, the $3 we charged 
for interest on note, we should credit to our clerk "Dis- 
count and Interest" and debit "Cash" and "Bills Receiv- 
able" for the amount thus gained in the transaction. The 
journal entry for this transaction would be: 



Sundries Dr. To Sundries 




Cash 


$200.00 


Bills Receivable 


300.00 


To Merchandise 


$497.00 


To Discount and Interest 


3.00 




$500.00 1500.00 



Now if we wish to get the use at once of the money 
due on this note, we take the note to the bank, and get 
it discounted, for which it will charge us $3 interest and 
pay us $297 in cash. As we give the bank the note for $300 
and get in return $297, after deducting the $3 interest, we 
must debit cash for the $297 we receive, and charge "Disr 
count and Interest" for the $3 we had to pay for inter- 
est, and credit "Bills Receivable" for the note we turned 
over to the bank. The journal entries would then he as 
follows : 



Cash $297.00 

Discount and Interest 3.00 

Dr. To Bills Receivable $300.00 
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Thus it will be perceived that, when the various ac- 
counts are considered as different departments in charge 
of clerks, representing the merchant plumber, the rules 
for journalizing or debiting and crediting are correct. 
The case is not different, when we consider them as they 
really exist. The account of Merchandise, for example, is 
responsible for all it receives; hence it should be debited 
for what it receives. It is relieved of its responsibility 
for the amount that it gives; hence, it should be^credited 
for what it gives. In like manner Cash is debited for what 
it receives, and is credited for what it gives or pays out. 

Now as accounts such as cash, merchandise, bills pay- 
able, or bills receivable, machinery and tools, etc., are 
tangible property that we can see, handle, transfer, give 
out or receive, they are known as "real accounts." We 
have other accounts known as the "nominal accounts," 
such as ''Expense," Discount and Interest," "Rent," 
"Wages," "Salaries," etc., that are intangible property, 
which we cannot handle or see, transfer, give out or re- 
ceive, but which are only descriptive, and we therefore 
need an additional rule to be governed by in journalizing 
or debiting and crediting, and it is this: 

"Debit what costs the business value or money's worth 
and credit what produces the business value or money's 
worth." Now if we take the Expense Account we find 
that if we spend $5 for sundry expense, such as postage 
stamps, for which we have to pay cash, the journal entry 
would be: 



Expense $5.00 

Dr. To Cash $5.0a 

For Po.«3tage Stamps. 
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As it has cost our business $5 for postage stamps, we 
debit Expense for what the stamps cost us and we credit 
Cash for what was paid out. 

If we do not own our shop, but have to pay a monthly 
rental of $40 in advance, when we pay the rent at the be- 
ginning of every month we should make the following 
entry: 



Rent $40.0(> 

Dp. To Cash |40.da 



As it has cost our business $40 for rental. 

Now if we own our shop and do not pay any rental, 
still we should charge the business for rental just the 
same, so that we may know all the expenses of our busi- 
ness. Suppose our name is John Doe and we would have 
to pay a monthly rental of $40, if we were to rent the 
property, we would every month make the following 
journal entry: 



Kent $40.00 

• Dr. To John Doe, Personal Ace. $40.00 

For ren't of shop. 



If we draw a weekly salary of $40 for ourself, and pay 
$20 a week for a bookkeeper, it costs the business $60 per 
week for salaries and we make the following entry: 



Salaries $60.00 

Dr. To Cash $60.00 



Suppose that when pay-day rolls around we only have 
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enough cash to pay the bookkeeper's salary but not 
enough for our own, which often happens, we should 
nevertheless charge up our salary just the same, but, as 
we have not enough cash on hand to pay both the book- 
keeper's and our salary, we make the following entry: 



Salary 


120.00 


Dr. To Cash 


120.00 


For boolcKeeper's salary. 




Salary 


140.00 


Dr. To John Doe, per Ace. 


140.00 


For salary due, but not paid. 





Then, if in the course of a day or two we get in enough 
cash to draw out the salary due us, we make the follow- 
ing entry: 



John Doe, per Ace. |40.00 

Dr. To Cash $40.00 

For back salary due us. 



By entering up all salaries due, whether paid or not the 
Salary account in the ledger shows the total amount of 
salary expense incurred by the business for that month. 

If we have correctly charged up all the various debits 
and credits of the business, and all these various clerks 
of ours, "Cash," "Merchandise," "Expense," "Rent," 
"Wages," "Salaries," "Discount and Interest," etc., have 
kept a true account of all the various transactions of our 
business, we can then find out whether our business has 
been profitable or not. This is done by taking off what is 
known as a "profit and loss" statement of our business, by 
making all our clerks give an account of their steward- 
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ship to our head clerk or steward, "Profit and Loss.'* To 
accomplish this purpose we close all income and expendi- 
ture accotmts into the Profit and Loss Account at the 
end of the year. 

If our clerk "Merchandise" reports that he sold during 
the year $35,000 and has on hand $1,000 worth of material, 
and has spent during the year $12,500 and had on hand 
the firsf of the year $1,250, his account would appear as 
follows: 



Merchandise Sold ISS.OOO.OO 

Merchandise on Hand at End of Year 1.000.00 



186.000.00 
Merchandise on Hand at Beginningr of Year | 1,250.00 
Merchandise Bought 12,600.00 

13,760.00 



Gross Profit 122.250.00 



As "Merchandise" has sold or given out $22,250 more 
than he has received, he is creditor to the business for 
this amount. Now as we wish to transfer this account 
to the head clerk, "Profit and Loss," we make the follow- 
ing entry: 



Merchandise $22,250.00 

Dr. To Profit and Loss $22,260.00 

If the other clerks report as follows: 

' 

Salary account has cost I S.ISO.OO 

Wa^es account has cost 10,000.00 

Rent account has cost 480.00 
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Expense acoount has cost 
Discount account has cost 




3.000.00 
150.00 


Total Expenses 


|16,760;0O 



• As we wish to transfer this stewardship from the 
deputy clerks to the head clerk, "Profit and Loss," in or- 
der to relieve these deputy clerks of their liability, we 
have to charge or debit Profit and Loss as follows: 



Profit 

1 


and 
Dr. 


IjOBS 

To Sundries 






116,750.00 


$16,750.00 


• 




Salaries 
Wages 
Rent 
Bjcpense 




$ 3,120.00 

10,000.00 

480.00 

3,000.00 






_. . 




Discount and 


Int. 


150.00 







, By comparing the debits and credits just made to the 
Profit and Loss Account, we find that the credit to Profit 
and Loss for, the credit transferred from Merchandise 
Account amounts to $22,250, and the debit to Profit and 
Loss for the various expense items amounted to $16,750 
we find that we have made a profit of $5,500 on the year's 
business as follows : 



Credit from Mdse. $22,250.00 

Debits from Elxpense, etc. 16,750.00 



Net Profits for Year $ 5,500.00 



It might be well to state here that it has been the cus- 
tom in bbolckeeping practice for years, to -post air debit 
items to the left hand side or column, an<J all credit items 
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to the right hand side or column. The general law grow- 
ing out of the relationship of debtor and creditor main- 
tained in double-entry bookkeeping is that if one person 
or account is charged, another person or account is cred- 
ited with a like amount. By this means the equilibrium of 
a double-entry ledger is maintained. For every debit 
there must be a credit of corresponding amount. 

Some of the advantages of double entry over single 
entry are: 

1. The gross .profit is shown in the merchandise ac- 
count. 

2. The profit or loss as shown by the profit and loss 
account is confirmed by the balance sheet. 

3. The proof of the accuracy of amounts posted is 
demonstrated through the trial balance. 

4. The profit and loss account shows not only the 
amount, but also the sources of profit and loss. 

5. The profit or loss made in every department of a 
business, or a branch store, can be shown separately, as 
well as on separate classes of merchandise sold or work 
done. 

6. The facility with which a thorough audit of the 
books can be made is to that extent a deterrent from 
fraud. 

All keeping of books is not "bookkeeping," and no 
keeping of books that neglects one-half of its duty should 
ever be called by that name. Hence when we speak of 
"bookkeeping" in these articles, it goes without saying 
that we mean bookkeeping by double entry. 

If the records of a business are complete, they should 
contain : 

1. A record of all the assets of a business. 
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2. A record of all the liabilities. 

3. A record of the capital. 

4. A record of all incomings and outgoings of assets 
and liabilities. 

5. A record of all gains and losses. 

6. A record of the growth and decline of capital, either 
by gains or losses, or by withdrawals or additions, or 
otherwise. 

All these particulars are clearly set forth by double 
entry bookkeeping. Single entry records some of the 
facts, but none of the results, whereas double entry 
records all the facts and their results also. 
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How To Open A Set of Books. 

CERTAIN preliminary work should be gone over 
carefully before the actual opening is taken in hand. 
The books of account, forms and blanks ought to be 
in readiness so that items of importance be entered cor- 
rectly in their respective places and not on a temporary 
^set of books or scraps of paper. 

The five main books of account required are: Journal, 
sales book, invoice book, cash book and ledger. 

To open a new set of books the first step is to take an 
inventory of stock and ascertain the resources and liabili- 
ties of the firm. 

One ot the most important parts of a business is the in- 
ventory or valuation of the stock and plant. Few business 
men are as careful about this as they ought to be. There 
is also a tendency to value your stock and plant too high, 
thus deceiving yourself into the idea that you are better 
off than you really are. You want to take a book or 
sheets ruled like a journal, and go over and list every item. 
If you own the building that you use as your shop or 
store, put down the actual selling value — what you know 
you can get for it, and not the amount you think you 
would like to get. The assessed valuation does not always 
afford an exact index of the true value of real property, 
but it often comes nearer than the figures men set upon 
their property. 

Be conservative about estimating the value of your 
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working plant. Stocks and dies, plumbers* torches, picks, 
shovels, etc., should not be inventoried at their cost to you, 
but at their present value. A reasonable amount should 
be deducted from cost for depreciation and wear and tear. 

Your stock should be valued at its present worth and 
not at its cost to you. If you still have on hand lavatories 
and water closet outfits, which are out of date, or brass 
work that is out of style, you cannot figure them as worth 
more than they vfould bring on the bargain counter. 

Next ascertain the amount of cash on hand and in the 
bank; the amount of personal accounts due by customers; 
the amount of personal accounts and notes due to cred- 
itors or others. 

We will assume that the resources and liabilities of a 
firm are as follows: 

Resources. 

Cash on hand and in bank $1,000.00 

Merchandise, Inventoried 500.00 

Real Estate, appraised at 4,500.00 

Furniture and Fixtures 200.00 

Tools and Machinery.. 500.00 

Personal Accounts due from Customers 1,200.00 

$7,900.00 

Liabilities. 

Notes Payable (due Chas. Perkes Co.).$ 500.00 
Personal Account due to creditors 900.00 

1,400.00 

Net Capital or Present Worth $6,500.00 

You are now ready . to open the new books and the 
above statement of resources and liabilities should be en- 
tered on the first page of the journal, and posted from 
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there to the various accounts in the ledger, with the excep- 
tion of the cash, which should also be entered in the cash 
book, on the first fine of the left hand or "Dr.** page, as: 
"Jan. 1918, To Capital Account, $1,000," and posted from 
the cash book to the Capital Account in the ledger. The 
accounts in the ledger will then appear as follows: 



Dr. 




Capital 


Account. 


Cr. 


1918. 






1918. 






Jan. 


ITo Notes 




Jan. 


1 By Cash 1 


11,000.00 




Payable 1 


1 500.00 


Jan. 


1 By Mdse 1 


500.00 


Jan. 


1 To Accounts 




Jan. 


1 By Real Es- 






Payable 1 


900.00 




tate 1 


4,500.00 


Jan. 


1 To Balance 1 


6,500.00 


Jan. 
Jan. 
.Tan. 


1 By Furniture 
& Flxtures..l 

1 By Tools and 
Machinery ..1 

1 By Accounts 


200.00 
500.00 








Jan. 


Recelvable.-.l 
1 To Balance 


1,200.00 




17,900.00 
16,500.00 




17.900.00 



Dr. Cash. Cr. 

1918. 1918. 

Jan. 31 To Sundries..3 $3,500.00 Jan. 31 By Sundries..3 |2,760.00 

Note. — The entries are not made to the Cash Account until 
the end of the month, and then the total amount of the cash 
received during" the month is posted to the left hand or "Dr." 
side of the Cash Account, and the total of the cash paid out 
during the month is posted to the right hand or "Cr." side of 
the Cash Account in the ledger. 



Dr. Merchandise. Cr. 

Jan. 1 To Inventory....! 1500.00 



Dr. Real Estate. Cr. 

1918. 

Jan. 1 To Property..! $4,500.00 
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Dr. Furniture and Fixtures. Cr. 

X918. 

Jan. 1 To Inventory....! |200.00 

I>r. Tools and Machinery. Cr. 

1918. 

Jan. 1 To Inventory....! 1500.00 

I>r. Notes Payable. Cr. 

1918. 
Jan. 1 By Charles 

Perkes C0....I $ 600.00 

Dr. Thomas Smith Co. Cr. 

1918. 

Jan. 1 To Balance- 1 |500.00 

Dr. John Anderson. Cr. 

1918. 

Jan. 1 To Balance 1 $ 50.00 

Dr. Quaker City Laundry Co. Cr. 

1918. 

Jan. 1 To Balance... 1 |650.00 

Dr. Charles Perkes Co. Cr. 

1918. 
Jan. 1 By Balance $ SOO.OO 

Dr. Fisck Bros. Co. Cr. 

1918. 
Jan. 1 By Balance $ 600.00 

In the above ledger accounts, we have assumed that, on 
opening the new set of books, the amounts due by cus- 
tomers consisted of: 

Thomas Smith Co ^ $ 500.00 

John Anderson 50.00 

Quaker City Laundry Co 650.00 

Total due us by Customers..:. ..— $1,200.00 

102 



How to Open a Set of Books 



The amount due to others are as follows: 

Chas. Perkes Co « „-$300.00 

Fleck Bros. Co 600.00 

Total we owe creditors .$900.00 

As a journal is not often used in a plumbing business, 
it can be dispensed with, and the entries made, if desired, 
in the sales book, by making such journal entries as they 
come up, in the back part or last pages of the sales book, 
or reserving a few pages in the front part for this pur- 
pose. 

THe charges to customers should be made in the sales 
book (which is just an ordinary two column journal or 
day book) from the jobbing tickets or from the contract 
cost book when the contracts or jobs are complete. 
Where the bills are made out in duplicate form with car- 
bon copy, as explained in Chapter V, the carbon copy 
should be filed alphabetically in a suitable binder for ref- 
erence, and it then would only be necessary to enter in 
the sales book the date, name of customer, location of 
work and amount of bill, as follows: 
Dec. 17. Thomas Smith Co., job, 114 Arch Street.... $50.00 

But where no carbon copies are kept of the bills, the 
charge should be entered in sales book, as follows: 

December 17, 1917. 
John Brown, 412 Green Street, cleaning out sink waste: 

'1 Sink Gasket $0.10 

'B Hrs. Ed. Wharton, PI ^ 2.00 

$2.10 

In entering charges for jobbing work in the sales book, 

it is well to enter the name of the journeyman plumber, 

' who did the work. In case of complaint, or special infor- 
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mation wanted, you can readily see who did the work, 
without looking up the time sheets or jobbing tickets. 

In the case of long continued contracts it is the custom 
to bill each month for the amount of work done that 
month, and these charges should be entered in the sales 
book as follows: 

December 31, 1917. 
John Smith Co., for work on contract No. 10 at 

Lafayette Hotel for December $1,250.00 

December 31, 1917. 
Brown Building Co., for work on contract No. 12, 

at Penn Bank 800.00 

A notation should be made in the contract account in 
the contract cost book of the amounts billed each month, 
for reference. 

From the sales book the charges are posted to the 
various customers' account in the ledger. 

At the end of the month the total of the charges made 
should be footed up in the sales book and posted to the 
Merchandise Sales Account in the ledger, and entered on 
the right hand or **Cr." side, as follows: 



Dr. Merchandise Sales. Cr. 

1917. 

June 30 By S u n- 

drles 120 11,200.00 

July 31 By S u n- 

drleB....-.128 1,150.00 
Augr. 31 By S u n- 

dries 135 1,025.00 

Sep. 30 By S u n- 

drle8....^142 1,125.00 
Oct. 31 By S u n- 

dHes 149 1.350.00 

Nov. 30 By S u n- 

drles 156 1.425.00 

Dec. 31 By S u n- 
dries 162 1.510.00 
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As Merchandise Sales Account is creditor for services 
or work performed for customers, this account should be 
credited for all sales or charges for work done. As the 
customer is in your debt for work done, he should be 
debited for all charges as follows : 



Dr. 


John Brown. 


Cr. 


1917. 






Dec. 17 To l^dse. 


118 $ 2.10 




Dr. 


John Smitl^ Co. 


Cr. 


1917. 






Jan. To Mdse. on 1917. 




Ac. Cont 


.129 $1,250.00 Feb. 10 By Cash... 


.28 11,000.00 



In the case of very large contracts a separate ledger 
account should be opened in the ledger for such contracts, 
to which the monthly charges for work done can be 
posted on the debit side, and the payments made on 
account can be posted from the cash book to the credit 
side of each contract, so that it can readily be seen how 
much has been billed or paid for on such contracts. 
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Chapter XID. 

Invoice or Purchase Journal. 

AS the bills for materials purchased are approved 
and the prices and extensions checked, they should 
be filed alphabetically in a temporary binder or 
letter box. file until the end of the month. At the end 
of the month the bills should be gathered together, keep- 
ing each supply house's invoices by themselves, and after 
checking them up with the monthly statements rendered 
by the supply houses, a voucher for each jobber's bills 
should be made out and attached to the bills. The month- 
ly statements received can be used for this purpose, or 
an ordinary blank piece of paper, about 5^x8]^^ inches 
makes a good voucher. The vouchers should be num- 
bered, starting with No. 1 for the first voucher and then 
entering the month and year and the jobber's name and 
listing all the bills from that jobber for the month, adding 
up the total. It should be noted on this voucher for 
what purpose the material on each bill was purchased, 
whether for merchandise, expense, tools, etc., as in Fig. 1. 

Before making out the monthly vouchers it is best to 
receive all your monthly statements from the supply 
houses, and see that you have all your bills in the file. 
If not, send for duplicate bills and then check the totals 
on your vouchers with the totals on the monthly state- 
ments received. 
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After all the vouchers have been made out, the different 
vouchers should be entered in the Invoice or Purchase 
Journal, entering first the voucher number, date, name 
of jobber, total amount of the voucher, and ?ilso enter 
the subdivision in the different columns for merchandise, 
tools, expense, etc. A columnar book, with six or eight, 
or as many columns as may be needed, can be purchased 
from almost any large stationery store for this purpose, 
as shown in Fig. 2. 

When starting a Purchase Journal the first item is No. 
1, and the succeeding entries numbered in rotation. 





Voucher No. 125 


For November, 1917 | 




Fleck Bros. Co. 


Dec. 


3.— $20.00 Mdse. 


Dec. 


4.— 15.00 Mdse. 


Dec. 


5.— 12.00 Expense 


Dec. 


10.— 11.50 Mdse. 


Dec. 


11.— 13.25 Mdse. 


Dec. 


12.— 14.50 Tools 


Dec. 


17.— 150.00 Mdse. 


Dec. 


18.— 54.00 Mdse. 


$290.25 
Summary 






Mdse. $263.75 




Expense 12.00 




Tools 14.50 


$290.25 



Fig. 1. Invoice Voucher. 



This number is the voucher number, and after copying 
the amounts from the vouchers to the Purchase Journal, 
the voucher number is then entered on the voucher. 

The "Amount" column in the Purchase Journal shows 
the total amounts on the vouchers, and after the vouch- 
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ers are all entered, the col- 
umns should all be added up, 
and the totals of all the other 
columns, should equal the to- 
tal of the "Amount" column. 

From the Purchase Journal 
we post the various amounts 
to the credit of the different 
supply house accounts in the 
Ledger; we also post to the 
debit side of the various ac- 
counts in the Ledger, the to- 
tals for merchandise, ex- 
pense, tools, etc., from the 
summary made at the foot 
of the page in the Purchase 
Journal. 

After all the bills and 
vouchers have been entered 
in the Purchase Journal they 
should be filed away, either 
in letter box files, or vertical 
files, keeping together all the 
bills from each supply house 
for the whole year for quick 
and ready reference. 

Unless the bills are entered 
up each month, it is impos- 
sible to ascertain how much 
you have purchased, what 
you owe, or whether your 
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outgo is equal or exceeds your income, and you never 
know what your financial condition is. If you don't keep 
itemized data of your purchases, it is impossible to know 
whether or when you are making or losing money in your 
business, nor will you be in a position to make up such 
reports as you may be required to make up by the govern- 
ment or state. 

If you do not keep a monthly account of your pur- 
chases, you are living in dread of petty debts, scattered 
you know not where, and in amounts which have been 
forgotten, not knowing whence the next dun will come or 
how or when disgrace may fall upon you. 

Cash Book. 

In the Cash Book you keep a record of all money re- 
ceived and paid out. In the plumbing business it is ad- 
visable to keep two cash books, one a petty cash book 
and the other a general cash book. For the petty cash 

Dr. Cash. Mdse. 

1917. L. F. Disc. Sales. Sundries. 

Dec. 1 To Balance 150.00 

3 To Mdse., 1% Valve 1.50 

4 To John Brown 101 250.00 

6 To Thos. Smith 105 300.00 

17 To Wm. Jones 107 250.00 

19 To Harry Zane 108 175,00 

23 To Mdse., Lth. Pipe.. 2.00 

31 To Mdse. for Dec 3 3.50 



<( 
<« 
<< 

n 

4« 



1,128.50 

Fig. 3.— Left Hand Page of Cash Book. 

book, a cheap small pocket size memo book with ruled 
columns, that can be kept in the cash drawer or carried 
in the pocket, where the entries can be made with lead 
pencil, is generally used. On the left hand side enter 
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first the amount of ready cash in the cash drawer and 
all the cash received in money, and on the right hand side 
all the money paid out of the cash drawer, and the differ- 
ence between the two sides will show, the balance there 
ought to be in the cash drawer. This petty cash book 
should be balanced every day, and the amounts entered 
transferred to the general cash book. All payments made 
or received by check should be entered direct in the 
general cash book. 

For the general cash book, a three column cash book 
is the most desirable. On the left hand page or "Dr." 

Cash. Cr. 
1917. Li. p. Disc. Expense. Sundries. 

Dec. 1 By Rent 40.00 

4 By Fleck Bros. Co. 110 100.00 

4 By Disc, J. Brown. 5.00 

6 By Wages ~ 86 150.0<> 

6 By Salaries 88 45.00 

9 By Chas. Perkes Co 115 , 25.00 

13 By Wages — 86 145.00 

13 By Salaries 88 45.00 

13 By Expense, Stationery 20.00 

" 20 By Wages 88 150.00; 

20 By Salaries ~... 88 46.00 

21 By Mdse., Permits 11 10.00 

27 By Wages - 86 150.00 

27 By Salaries ..- 88 45.00 

31 By Expenses, Car Fares 2.00 

31 By Disc, for Dec 12 5.00 

31 By Expenses for Dec... 13 62.00 

31 By Balance 151.60 



<4 

<( 
<i 
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^ 1.128.60 

Fig. 4.— Right Hand Side of Cash Book. 

side should be entered first the balance of all cash on 
hand and in bank, and all receipts as they come in. On 
the right hand page or "Cr." side should be entered all 
payments made. 
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On the left hand page the three columns should be 
headed: Discounts, Merchandise Sales and Sundries, as 
shown in Fig. 3. 

On the right hand page or "Cr." side the three columns 
should be headed: Discount, Expense and Sundries, as 
shown in Fig. 4. 

The Ledger. 

The Ledger is. the chief book of the accounting de- 
partment, and all other books of record rotate around it 
as satellites around the sun. It is the summary of all 
transactions of a business, no matter whether commer- 
cial, financial, manufacturing, contracting, jobbing, or a 
plumbing and heating business. It is arranged to show 
the disposition, the distribution of all receipts and ex- 
penditures, the specific and total debits and credits of 
customers and creditors, the gross and net revenue, and 
finally the loss or gain. 

A ledger account should be kept for each customer you 
do business with, charging him or debiting his account 
for all work done, which is posted from the Sales Book, 
and crediting his account for all payments made by him 
as posted from the Cash Book, as indicated in Fig. 5. 



I>r. John Brown. Cr. 

1917. 1917. 

Jan. 3 To Mdse 5 20.00 Feb. 7 By Cash 4 20.0d 

Mar. 6 To Mdse 10 75.00 Apr. 10 By Cash 8 75.00 

Jun. 5 To Mdse 125.00 July 9 By Cash 12 125.00 



220.00 220.00 



FIfl. 5. — Ledger Account for Customer. 

A ledger account should be kept for each creditor or 
jobber you buy from, crediting the jobber's account for 
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all purchases made as posted from the Purchase Journal, 
and charging or debiting the jobber's account for all 
payments made to him, as posted from the Cash Book, 
as shown in Fig. 6. 



Dr. 
1917. 
Feb. 10 
Mar. 10 
Apr. 10 

May 10 
June 10 
July 10 



To Cash 5 

To Cash 7 

To Notes 

Payable 9 

To Cash 11 

To Cash 13 

To Cash 15 



Fleck Bros. Co. Cr. 

1917 

200.00 Jan. 31 By Mdse 1 200.00 

50.00 Feb. 28 By Mdse 3 250.00 

Mar. 31 By Mdse 5 325.00 

525.00 

2175.00 Apr. 30 By Mdse 7 275.00 

225.00 May 31 By Mdse 9 225.00 

175.00 June 30 By Mdse 11 175.00 

1,450.00 1.450.00 



Fig. 6. — Ledger Account for Jobber. 



In addition various accounts should be kept in the 
Ledger for all the different income or expense accounts 
of the business, such as Merchandise Sales, Merchandise 
Purchase, Merchandise Inventory, Wage Salaries, Rent, 
Expense, Hauling, Freight, Insurance, Discount and Inter- 
est, Profit and Loss, Cash, Real Estate, Notes Payable, 
Notes Receivable, Capital Account, etc., as shown in 
Figs. 7 and 8. 



Dr. 


Mdse. 


Sales. Cr. 


1917. 




1917. 


Dec. 31 To Profit 




July 31 By Sundries 3 1,250.50 


and Loss.... 


5 9.625.50 


Augr. 31 By Sundries 5 1,425.00 
Sep. 30 By Sundries 8 1,575.00 
Oct. 31 By Sundries 10 1,650.00 
Nov. 30 By Sundries 13 1,750.00 
Dec. 31 By Sundries 13 1,925.00 






Dec. 31 By Cash 50.00 




9.625.50 



Fig. 7. — Mdse. Sales Account In Ledger. 
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The total of the sales in the Sales Book for each 
month should be posted to the credit of Merchandise 
Sales in the Ledger. The total of the merchandise pur- 
chased for each month should be posted from the Pur- 
chase Journal to the debit of ''Merchandise Purchase" 
account in the Ledger. The total of the expense column 
in the Purchase Journal should be posted to the debit of 
Expense in the Ledger. The total of the "Tools" col- 
umn in the Purchase Journal should be posted to the 
debit of Tool Account in the Ledger. 



Dr. 


Merchandise 


Purchases. 


Cr. 


1917. 




1917. 






July 


31 To Sundrtes 4 400.00 


Dec. 


31 By Profit and 




Aug. 


31 To Sundries 6 426.00 




Loss 5 


3.450.00 


Sep. 


30 To Sundries 8 500.00 








Oct. 


31 To Sundries 10 550.00 








Nov. 


30 To Sundries 12 760.00 








Dec. 


31 To Sundries 14 825.00 










3,450.00 


S.460.00 



Fig. 8. — Merchandise Purchase Account In Ledger. 

The total of merchandise sales in the Cash Book should 
be posted to the credit of Merchandise Sales in the 
Ledger. The total of the expense column in the Cash 
Book should be posted to the debit of Expense in the 
Ledger. The total of the cash discount allowed to cus- 
tomers should be posted to the debit of Discount and 
Interest Account in the Ledger. The total of cash dis- 
count allowed us should be posted from the Cash Book 
to the credit of Discount and Interest Account in the 
Ledger. 

Wages paid should be posted to the debit of Wages 
Account in the Ledger. Salaries paid should be posted 
to the debit of Salary Account in the Ledger. 
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The total cash received for the month should be posted 
to the debit of Cash Account in the Ledger. The total 
cash paid out should be posted to the credit of Cash in 
the Ledger. 



Trial Balance, December 31, 1917. 

Dr. Cr. 

Merchandise Sales ^ 18,500.00 

Merchandise Purchases ~ 7.500.00 

Productive Wapes _. 4,600.0D 

Salaries, Proprietor and Clerks 2,375.00 

Expense „ 250.00 

Rent — 620.00 

Horse and Wagon -. 300.00 

Discount and Interest — 60.00 

Labor Lost ~ ~ 25 00 

Insurance - 50.00 

John Brown ... ^....^....^....^^ .. ....„......„„ 2,350.00 

Frank Chance 1,125.00 

Charles Smith Co 1,250.00 

Ralph Thomas 750.00 

Fleck Bros. Co 700.00 

Charles Perkes Co >. ^. 150.00 

Haines. Jones &* Cadbury Co 

J. D. Johnson Co 175.00 

Cash ~ 500.00 

Notes Payable ...- 200.00 

Mdse. Inventory 1,500.00 

Machinery and Tools 1,300.00 

Office Fixtures 350.00 

Capital Account 5,080.00 



24.805.00 24,805.00 



Fig. 9. — Trial Balance. 

After all the entries for the month have been posted 
from the various books to the Ledger, all the accounts 
in the Ledger should be added up and totaled. When 
both the debit side and credit side of an account equal 
each other, the account is settled and can be ruled off. 
When the two sides do not agree, the difference is the 
balance due of that account; if the debit side is the larg- 
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er, the difference is called the Debit Balance; when the 
credit side is larger, the difference is called the Credit 
Balance. 

After the I«edger Accounts have been added up and 
the balances of all the accounts are found, these bal- 
ances are copied into a Trial Balance Book, the debit 
balances entered in the left or "Dr." column. This is 
called taking off a trial balance. If all the postings to 
the Ledger have been correctly made, and no errors made 
in adding up the accounts or finding the balances, and 
these balances are copied correctly into the trial balance 
book, the total of the "Dr." balance column and the "Cr." 
balance column in the Trial Balance Book should exactly 
equal each other, and you have proof that your Ledger 
is correct and in balance. The trial balance is the final 
test and proof that your Ledger postings have been 
correctly made. 

In Fig. 9 is shown a sample of a trial balance. 
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Cliaplei> XIV. 

Closing the Financial Books. 

NATURALLY you will want to know what profit can 
be made in the plumbing and heating business. 
That is, how much you could reasonably hope to 
make as net profit over and above a fair living. Net 
profit is, of course, what is left of the years sales after 
all bills for materials, wages, salaries, expenses of all 
kinds, etc., have been paid for or charged up on your 
books. Profit depends upon volume of sales, ratio of 
gross profit and ratio of expenses. All of these factors 
are variable, depending upon local and general conditions, 
as well as upon the energy put into the business. The 
same man may make more money in one locality than m 
another; and of two men with equal capital, one man 
might make twice as much as the other. 

A great many master plumbers do not clearly get in 
their mind the difference between profits and wages. The 
proprietor's wages should be based upon the amount he 
would have to pay another man to do the same actual 
work that he does. The profit is that part of the income, 
which is earned above his wages and all expenses by the 
investment plus the fortunate hazards due either to chance 
or insight. 

Therefore, it is very necessary that the master plumber 
should draw sharply the line of demarcation between the 
wages, which he should pay himself every week, as he 
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pays his other help, and the profits, which he gets out of 
the business above his wages every year, either in the 
shape of increased stock or equipment, or in actual cash. 
There are many merchants, who never take an inven- 
tory, assuming that, so long as they are selling goods at a 
fair profit, it is too much trouble, but it is impossible for 
any business man to form an intelligent opinion or obtain 
a true statement of the condition of his business, unless 
he takes inventory — ^at least once a year. 

Dr. Robert Morris. 

1917. 1917. Cr. 

Dec. 17. To Mdse 4 125.00 Dec. 27. By Cash .... 8 |125.*00 

Dec. 19. To Mdse 6 60.00 Dec. 31. By Balance .. 60.06 



175.00 175.00 

1918. 

Jan. 1. To Balance 50.00 

Fig. 1. — Closing a Dr. Account in the Ledger. 

Include in your fixtures account all the office furniture 
tables, desks, typewriters, safe, benches, shelves, bins, 
etc., but by all means charge off your investment in fix- 
tures just as soon as you possibly can. Second-hand fix- 
tures have an uncertain value, and you will fool yourself, 
if you carry them at any price for more than ten years. 
It would be well to charge them off at the rate of 10 
per cent per year to Profit and Loss Account and credit 
your Fixtures Account. 

Include in your Machinery and Tool Account, stocks 
and dies, pipe cutters, pipe wrenches, furnaces, solder 
pots, stop cock keys, tunnelling bars, picks, shovels, lad- 
ders, push carts, etc., and charge to Profit and Loss Ac- 
count from 5 to 10 per cent per year for depreciation, 
wear and tear, breakage, loss, etc. 
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Of course, a memorandum book should be kept con- 
taining an itemized list of all fixtures, machinery and 
tools at their original cost for insurance purposes. 

In taking inventory of stock or merchandise, do not in- 
clude old material that is unsalable, defective, or out of 



Walls, Owen & Stambach Co. 

1917. 1917. Cr. 

Dec. 27. To Cash 5 100.00 Dec. 3. By Mdse 3 150.00 

Dec. 27. To Notes Dec. 10. By Mdse 6 200.00 

Payable 8 200.00 Dec. 17. By Mdse 9 26.00 

Dec. 27. To Balance. .. 76.00 

375.00 

876.00 1918. 

Jan. 1. By Balance.. .. 76.00 

Fig. 2. — Closing a Credit Account in the Ledger. 



date, and only include items that are salable and at their 
present values. Inventory taking is a good time to clean 
up the shop, and sell for junk the many lots of odds and 
ends of stock that have accumulated, and which are 
worthless and only clutter up and waste valuable space in 
the shop. 

After the inventory is completed at the end of the year, 
the next step is to close the books for the year. First, wc 
should take off a trial balance to ascertain that all the 
ledger accounts are correct. At this time it is customary 
in a good many businesses to rule off all ledger accounts 
and bring down any balances in red ink. If the Dr. side 
of an account exceeds the Cr. side, the account must be 
closed "By Balance'* on the Cr. side for the amount of 
the excess. The amounts being added up on both sides, 
the two sums will be equal on both sides. Having thus 
closed the account, the work is completed by writing on 
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the Dr. side "To Balance" and placing the amount in the 
money columns, as in Fig. 1. 

If the Cr. side exceeds the Dr. side the account must be 
closed by "To Balance" on the Cr. side, and after closing 
the account and adding up the totals, which should equal 
each other, the amount is transferred to the Cr. side, and 
the words "By Balance" should be written before it, as 
in Fig. 2. 

To make this explanation more intelligible to the mas- 
ter plumber, we will continue the illustration of the Clerks 
as mentioivcd in a former chapter. We will suppose that 
at the end of the year, or when the books are to be closed, 
a new clerk called "Balance" is appointed, whose duty it 
is to go round among the other clerks for the purpose of 
settling with them their accounts with the merchant, 
and of collecting from them the amounts, in which they 
stand indebted to him. A few examples will illustrate 
this: 



Inventory Account. 
1917 1917. Cr. 

-Jan. 1. To Balance 1,400.00 Dec. 31. By Profit 

Dec. 31. To Profit and Loss. 30 1,400.00 

and LiOSS 30 1,500.00 Dec. 31. By Balance 1.500.00 

2,900.00 2.900.00 
1918. 

Jan. 1. To Balance 1,500.00 

-f. — . — . . 



Fig. 3. — inventory Account. 

Let us suppose that the clerk who has charge of Cash 
Account has received during the year $10,000, and paid 
out during the same time $8,500. When the clerk "Bal- 
ance" comes around and desires him to present his ac- 
count, it is ascertained that he (Gash) is accountable for 
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him, as the agent of his employer, are $175.00, and the 
amount of Robert Morris' credits $12S.OO, as in Fig-, i. 
The amount still due by Mr. Morris is therefore tSO.OO. 
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The clerk in charge of the account is responsible for this 
amount. He rids himself of the responsibility by deliver- 
ing his claim upon Mr. Morris to "Balance." He must 
get credit for this transfer; hence, Balance becomes his 
debtor, and the account is closed by the following entry: 
"By Balance" $50.00. In opening business for the new 
year on January 1st, Balance returns his liability again 
to the clerk of Robert Morris, and hence the opening en- 
try: January 1, To Balance $50.00. 

Let us consider another personal account, as in Fig. 2. 
We find that the amount of credits in Walls, Owen & 
Stambach Co.*s account is $375.00, and the amount of 
debits is $300.00, leaving the clerk in charge of this ac- 
count indebted to Walls, Owen & Stambach Co. for 
$75.00. The clerk can settle his account in no other 
way than by acknowledging his indebtedness to Balance, 
hence he becomes Dr. to Balance, and the closing entry 
will be : "To Balance" $75.00. In opening the books for 
the new year on January 1st, Balance transfers this obli- 
gation back to the clerk in charge of Walls, Owen & 
Stambach Co.'s account. Hence the opening entry: Jan- 
uary 1, By Balance $75.00. 

We now come to the closing of the accounts dealing 
with the income and expenditures for the year. 

As stated before the sub clerks, such as Merchandise 
Sales, Merchandise Purchase, Wages, Salaries, Expense, 
Rent, Insurance, Discount and Interest, etc., are all re- 
sponsible to the head clerk, Profit and Loss, who demands 
an accounting from each of them at the end of the year 
of their stewardship. 

The clerk. Merchandise Sales, reports to the head clerk, 
Profit and Loss, that he has sold material and labor dur- 
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ing the year, for which he has been credited to the 
amount of $55,000.00. In order to close this account at 
the end of the year, he transfers this amount to the credit 
of Profit and Loss, as the agent of his employer, hence 
the entry, December 31, Merchandise Sales Dr. to Profit 
and Loss $55,000.00. We then rule this account off and 
close it, as in Fig. 4. 

The clerk, Merchandise Purchase, reports to the head 
clerk. Profit and Loss, that he has bought materials dur- 



Merchandlse Purchase Account. 
1917. 1917. Cr. 

Jan. 31. To Sundries.l4 1600.00 Dec. 31. By Profit 

Feb. 28. To Sundries. 16 1700.00 and Loss 30 18520.00 

Mar. 31. To SundrieB.17 1550.00 

Apr. 30. To Sundrles.l9 1750.00 

May 31. To Sundrles.21 1600.00 

June 30. To Sundries.24 1400.00 

July 31. To Sundries.26 1300.00 

Aug. 31. By Sundries.29 1500 00 

Sep. 30. To Sundries.31 1370.00 

Oct. 31. To Sundries.33 1450.00 

Nov. 30. To Sundries.35 1675.00 

Dec. 31. To Sundries.37 1625.00 



18520.00 . 18520.00 



Fig. 5. — Merchandise Purchase Account Closed. 

ing the year amounting to $18,520.00, for which he has 
been charged or debited. In order to relieve him of this 
responsibility his account is closed and transferred to 
Profit and Loss, and the entry is: "December 31, Profit 
and Loss Dr. to Merchandise Purchase $18,520.00," as in 
Fig. 5. 

The clerk. Inventory, reports that he had on hand Jan. 
1, 1917, material amounting to $1,400.00, which had been 
charged to him. ' In order to relieve him of this responsi- 
bility, we charge off to Profit and ' Logs the inventory of 
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1917. 
Dec. 31. 

Dec. 31. 

Dec. 31. 
Dec. 31. 



To Inven- 
tory. 1-1-17..30 
To Mdse. 

Purch ^0 

To wages....30 
To Balance 
Gross Prfts.... 



Profit and Loss. 
1917. 



1400.00 

18520.00 
18250.00 

18330.00 

56500.00 



Dec. 31. 
Dec. 31. 
Dec. 31. 
Dec. 31. 



Dec. 31. 
Dec. 31. 
Dec. 31. 
Dec. 31. 
Dec. 31. 
Dec. 31. 
Dec. 31, 
Dec. 31. 



To Salarie8..30 3856.00 
To Expense..30 1250.00 

To Rent 30 480.00 

To Horse, 
Wagron and 

Auto 30 1500.00 

To Disc. 

and Int „..30 475.00 

To Labor 

Lost 30 250.00 

To Adver- 
tising 30 200.00 

To Insur- 
ance 30 300.00 

To Dept. of 

Tools 30 350.00 

To Bad Ac- 
counts 30 275.00 

To Interest 

on Capital..30 250.00 

To Balance 

Net Profit 9144.00 



Dec. 31. 
Dec. 31. 



To John 
Smith, Cap. 

Acct 30 

To Wm. 

Brown, 

Cap. Acct...30 



18330.00 



4572.00 



4572.00 



1917. 
Dec. 31. 

Dec. 31. 



Cr. 

Cr. 
By Mdse. 

Sales 30 55000.00 

By Invento- 
ry, 12-31-17.30 1500.00 



56500.00 



Dec. 31. By Balance... 18330.00 



18330.00 



Dec. 31. By Balance... 9144.00 



Fig. e.^Profit and Loss Account in Ledoai"- 

Jan; 1, 1917, amounting to $1,400.00, by making the entry: 
"Profit and Loss Dr. to Inventory $1,400.00." 
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On taking account of stock Dec. 31, 1917, we find that 
it amounts to $1,500.00. The clerk, Profit and Loss, then 
charges Inventory Account for this amount and takes 
credit to himself (Profit and Loss) for it. The entry will 
be: "Dec. 31, 1917, Inventory Dr. to Profit and Loss 
$1,500.00." This account is then examined or audited by 



E>r. John Smith, Capital Account. 

1917. 1917. ' Cr. 

Dec. 31. To Balance 7072.00 Jan. 1. By Balance. — 2500.00 

Dec. 31. By Profit and 

Loss 30 4672.00 



7072.00 7072.00 

1918. 

Jan. 1. By Balance. 7072.00 



Fig. 7. — John Smith's Capital Account. 

the clerk. Balance, the same as with the other accounts, 
which either represents assets or liabilities, as in Fig. 3. 
And so on, the rest of the clerks, such as Wages, Salaries, 
Expense, Rent, Discount and Interest, etc., report to the 
head clerk. Profit and Loss, the various amounts they have 
spent or been liable for during the year, and to relieve 
them of further responsibility, and to close their accounts 
for the year, they are all credited for the amounts due by 
them, and charged to ''Profit and Loss," as agent for his 
employer. A couple of examples are shown in Figs. 4 
and 5. 

In closing the different income and expenditure ac- 
counts to Profit and Loss, the entries are first made in 
th^ journal and posted from there to the ledger. 

After all the various income and expenditure clerks have 
reported to the head clerk "Profit and Loss," and trans- 
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ferred their stewardship to him, the head clerk, **Profit 
and Loss," reports the following statement to his propri- 
etor, and the loss or gain, as shown, is thet> transferred 
from the head clerk, "Profit and Loss," to the capital ac- 
count of the proprietor, thus in turn closing his account 
for another year, as in Figs. 6, 7 and 8. 

While the above profit and loss account was not taken 
from actual practice, yet it nearly approximates a state- 
ment of a plumbing business, which was reported to Mr. 



Wm. Brown, Capital Account. 
1917. 1917. Cr. 

Dec. 31. To Balance 7072.00 Jan. 1. By Balance 2500.00 

Dec. 31. By Profit and 

Loss 30 4672.00 



7072.00 7072.00 

1918. 

Jan. 1. By Balance 7072.00 



Fig. 8. — Wm. Brown's Capital Account. 

H. F. Baillet and published in his excellent book on 
**Overhead Expenses," which every plumber should read 
and study to his ultimate profit. 

Upon examining this Profit and Loss Account we find 
the following results of the business venture for the en- 
tire year: 

Sales for year 1917 - 155.000.00 

Inventory of merchandise on hand, Jan. 1, 

1917 - ~ % 1,400.00 

Merchandise purchased during: 1917 18,520.00 

119,920.00 
Less inventory of merchandise on hand Dec. 
31. 1917 1,500.00 

Cost of material used _ 18,420.00 

Paid out for productive wages in 1917 18,250.00 
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Prime or flat cost of material and 
wages , $36,670.00 $36,670.00 



Gross profits for 1917 - $18,330.00 

Total overhead expense for 1917 9,186.00 



Net profits for 1917..... $ 9,144.00 

Without figuring out to decimal points, we find that: 

Gross profits are approximately 33 1/3% of sales 

Gross profits are approximately 50% of labor and material 

Gross profits are approximately 100% of productive labor 

Overhead expense is approximately 16% % of sales 

Overhead expense is approximately 25% of labor and material 

Overhead expense is approximately 50% of labor 

Net profits are approximately 16%% of sales 

Net profits are approximately 25% of labor and material 

Net profits are approximately 50% of labor 

This will give some idea of the relations that overhead 
expense, gross profits and' net profits bear to the business. 
A few years ago the Confederated Supplies Associations 
reported that they found that the overhead expense in 
their line of business amounted to about 1634 per cent 
of their sal^es. A paper supply house also informed me 
that the overhead expense in their line was about 16^ 
per cent of their sales. A short time ago "System" stated 
that upon examination of a number of businesses, they 
found that in the hardware and kindred trades, the over- 
head expense ran about 16^ per cent of the sales. Only 
just recently an association of business and office station- 
ers declared that to make any profit above their overhead 
expense, it was necessary to add 50 per cent to prime or 
flat cost. It has long been an axiom in manufacturing 
businesses of all kinds, before cost systems were ever 
heard of, that to take care of overhead expense, it was 
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necessary to double the labor cost to get the manufactur- 
ing cost, or in other words, add 100 per cent to labor to 
cover overhead expense. 

This will give food for thought to the master plumbers 
and other contractors, who, in figuring up an estimate for 
a contract, only add 10 per cent to flat cost of labor and 
material for profit. If the overhead expense is $9,186.00 
and you only add 10 per cent for profit to the total cost 
of labor and material amounting to $36,670.00, where 
would you be at the end of the year with a gross profit 
of only $3,667.00 and an overhead expense of $9,186.00? 
Y6u would not only wipe out your capital invested but be 
^n debt besides. 

The amount of your net profit at the end of the year 
will depend on three vital factors. 

First — Pushing up the sales. 

Second — Pushing up the gross profits. 

Third — Pushing down the expense. 

At a certain point in sales, profit just equals expense. 
When sales fall below that point there is a loss. After 
you pass it profit rolls up fast, and nearly all the gross 
gain becomes net gain. 

The way to push up the gross profit is to keep in your 
mind a certain percentage, which you must realize on the 
average. Every time you take a contract under that av- 
erage of profit, you must offset it by making more than 
that average profit on some other work. 

Your store or shop, like every other, has a certain fixed 
expense — so many dollar^ a month for rent, your salary, 
heat and light, insurance, clerk hire, stationery, adver- 
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tising, petty expenses of various kinds, depreciation of 
tools, interest on capital invested, etc., and it is the ever- 
lasting pushing tip of the sales and gross profits, and 
pushing down on the expenses, which make a business 
show a satisfactory net profit at the end of the year. 

The End, 
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